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Business Organization 




I 

Sound Policies 


T he head of a large company, manufacturers of 
fine writing papers, was playing golf. He stood in 
the middle of the fairway, a hundred yards from the 
eighteenth green, gently swung his mashie, and 
chuckled as he saw his ball strike the green’s edge, roll 
slowly forward, and come to rest three feet from the 
cup. Then he turned to see what his opponent would 
do. 

The stock broker was standing fifty yards nearer 
the green, but off to the right in a region dotted with 
treacherous hummocks of grass roots. He swung his 
niblick viciously. Over the green the ball sailed, and 
plumped down among the grass hummocks on the 
farther side. He strode over, swung again, and this 
time landed on the green, but twenty feet from the 
hole. He scowled intently as he took his putter from 
the caddie’s hand, gave a quick glance at the hole, and 
made a jerky stab at the ball. He missed the hole by a 
foot. His next move was to reach in his pocket and 
fish out a ten-dollar bill as the manufacturer’s ball 
clopped into the cup. 

It was not the only wager paid on that game. As 
they walked off the green, with their two colored boy 
caddies behind them, a half dollar passed from the 
broker’s caddie to the manufacturer’s caddie. The 
loser was suspicious. 
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“You Still say you never seen neither of them gentle¬ 
men play before ?” he demanded. 

“Definitely and positively.” 

“Then how come you was craving to bet me a dollar 
to a half that the old gentleman would win ?” 

“He looked like the winner.” 

“What do you mean he looked like the winner? 
Don’t your gentleman look twice as old as my 
gentleman ?” 

“He certainly do.” 

“And twice as fat?” 

“I can’t say no.” 

“And twice as bald-headed ?” 

“That’s what I was betting on.” 

“Foolishness is what you talk. A bald head don’t 
help nobody win no golf games.” 

“My old gentleman was using his old bald head.” 

“Not only does your old gentleman don’t look like 
no golfer, but he don’t play like no golfer. What did 
he do? Just hit the ball a little bit, walked up to it 
and hit it a little bit more. That’s the one thing he 
didn’t do nothing else but for eighteen holes. The 
young gentleman made a birdie on one hole. Did the 
old gentleman ?” 

“No.” 

“The young gentleman could drive three times as 
far as the old gentleman, couldn’t he ?” 

“He sure could.” 

“And do you remember how my young gentleman 
lifted the ball over those trees on that dog-leg hole? 
Would your old gentleman take a chance like that?” 

“No, he didn’t take no chances.” 
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“The young gentleman had a lot of trouble, but 
did you see how pretty he got out of it most of the 
time? When his ball was behind a tree or smack 
against a rock or mixed up in the long grass, did you 
see how he banged it out again ? Could the old gentle¬ 
man have got out of trouble as pretty as the young 
gentleman ?” 

“No, I don’t know as he could. And I don’t know 
as the old gentleman himself knows as he could.” 

“Well, there you is.” 

“Yes, brother, there I is. And that’s how come your 
half dollar is not your half dollar no more.” 

“How.?” 

“The old gentleman never let himself get in no 
trouble.” 

Meanwhile the two players also had been talking, 
and by this time the talk had turned to business. 

“ By the way, Bill,” said the broker, “ I have an idea 
that you might be interested in.” 

“What is it. Jack?” asked the manufacturer. 

“Recently we had occasion to check up on the posi¬ 
tion of your company for the benefit of one of our 
customers.” 

“Found us in pretty good shape, didn’t you?” 

“Sound as a dollar. Making money, too. What 
surprised me, though, was the limited scope of your 
operations. It doesn’t seem right to be making only a 
modest profit when you could be making a big one.” 

“Have you any ideas?” 

“Yes, I have. Open up new channels of 
distribution.” 

“What, for example?” 
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“Ten-cent stores.” 

“Jack, do you know anything about ten-cent-store 
merchandising ?” 

“No.” 

“And you don’t know anything about the busi¬ 
ness of making and selling fine writing papers, do 
you ?” 

“ I couldn’t bluflF you on that, if I wanted to.” 

“Then just why do you suggest that we sell through 
the ten-cent stores ?” 

“Because it’s a whale of a market. I walked through 
one of them the other day and I was amazed at the 
variety of their stocks. What impressed me especially 
was their stationery counter. There were thirteen 
persons around it, looking over the merchandise.” 

“I’m not surprised. I suppose you know that one of 
our great national pastimes is looking over the mer¬ 
chandise in ten-cent stores. Just looking it over.” 

“That may be, but a profitable percentage of the 
lookers must make purchases. And do you know how 
many stores there are in only one of the great ten- 
cent chains ?” 

“I have an idea.” 

“Of course, you’d probably have to shave your 
price a bit, and maybe you’d have to cheapen the 
quality somewhat, but think of the volume of business 
there would be in having thousands and thousands 
of persons looking over your product every day, with 
thousands of them buying it.” 

“Oh, I’ve thought of it, all right, but not for very 
long.” 

“A lot of writing paper is sold in ten-cent stores.” 
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“Jack, do you remember how you cut off a comer 
and saved a stroke on that dog-leg hole ?” 

“Yes, I’m rather proud of that. I cleared those 
trees nicely.” 

“And, of course, you recall how I went around the 
corner, and took two strokes to your one.” 

“Yes.” 

“Now, Jack, I don’t want to rub it in, but who won 
that hole ?” 

“Go on. You mean it doesn’t pay to take chances.” 

“I mean more than that. Long drives, lobs over 
trees, and all that sort of thing are just not my game. 
You may not believe it, but I don’t know anything 
about blasting my way out of a sand trap. I just tap 
my way down the middle of the fairway. I envy you 
your spectacular style of play. Jack, but I’d be foolish 
to imitate it. When I’m out to win—and I was out to 
win today—I must play my own game. The paper 
business is like golf. See what I’m driving at ?” 

“ Sure. You mean you have to be conservative.” 

“Not exactly. You’d be surprised at some of the 
chances we’ve taken. We’ll play the game for all it’s 
worth, but we must play our own game. We’re not 
averse to trying something new, but we do hesitate 
at trying something different. We don’t mind breaking 
a precedent, but we know better than to break a 
policy. 

“ Knowing precisely what our particular place is in 
the paper industry, knowing just what we are trying 
to accomplish, knowing what our ability is to accom¬ 
plish it—all these things have had a lot to do with the 
favorable impression of our company that you got 
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from that research of yours. It’s the lack of such self- 
understanding that did more than anything else to 
kill off some of our competitors in the big depression. 
Or do you remember that there once was a general 
depression ? 

“Making paper for resale through ten-cent stores 
isn’t our game. The difference goes deeper than merely 
shaving the price or cheapening the quality. Making 
fine rag papers, as I see it, is a very different process 
from making pulp papers or sulphides that are a poor 
imitation of fine rag papers. The raw material is 
different, the equipment is different, and the method 
is different. 

“And that’s not all. There is a psychological differ¬ 
ence that I think is still more Important. To be a 
quality manufacturer is one thing, and to be a quan¬ 
tity manufacturer is another. Because of the necessity 
for making a product of which we can be proud, we 
have to take pains that we couldn’t afford to take if 
we were making something to be sold cheaply. You, 
of course, can’t appreciate the pleasure there is in 
feeling a piece of really fine paper, but the fellows in 
our plant know what it’s like. In other words, we have 
a set of standards that have guided us, and to branch 
out into a different field would mean adopting a new 
set of standards. Our whole organization would be 
thrown out of step.” 

“Well, of course, it’s a fine thing to have Ideals, but 
in the final analysis aren’t you in business to make 
money, rather than to uphold the traditions of fine 
craftsmanship ?” 

“Certainly.” 
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“Then wouldn’t it be the part of wisdom to aim 
straight at that main objective rather than to be 
hampered by inelastic manufacturing standards ? You 
probably could adapt your equipment to making 
cheaper papers, or, if not, you certainly could get 
additional equipment without straining your credit 
resources. I hate to see you pass up this market that 
I can’t help thinking is a tremendous one.” 

“It is tremendous, but it isn’t our game. Even 
assuming that we could make a paper that could be 
sold in the ten-cent chains, we’d have to revise our 
whole organization. We’d have to adopt an entirely 
new accounting policy, we’d have to scrap all our 
advertising, we’d have to educate our sales force along 
new lines. In doing all that, we would tear down, I 
really believe, the good will we have built up with the 
trade and with the consuming public.” 

“Not necessarily. You could use another water¬ 
mark on the cheaper papers. There’s no reason why 
you couldn’t hang on to the old business while you 
build up the new business. The two could be carried on 
side by side. Couldn’t they?” 

“Perhaps they could, but it would be inviting 
trouble to try it. I suppose you can carry water on 
both shoulders, but the chances of your spilling it are 
pretty high. It wouldn’t be so bad if you spilled the 
water out of only one bucket, but the trouble is you 
lose both bucketfuls when you try to do things in a 
way you shouldn’t. 

“I’m all for growth, development, and expansion, 
but I don’t believe in this water-on-both-shoulders 
trick. An added activity is not necessarily growth. 
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Going after a new market Is not necessarily develop¬ 
ment. Enlarging a plant to make a diiferent product 
is not necessarily expansion. These things may all 
amount merely to scattering your energies. They may 
even mean the loss of what you already have built up.” 

“I seem to have touched on a subject you feel rather 
strongly about.” 

“You certainly have. Long ago we set up our 
business ideal—to make a fine writing paper, to sell 
it at a reasonable profit, to cultivate as our customers 
the largest possible number of users of such papers. 
To carry out that ideal we adopted broad general 
policies governing the activities of our men inside the 
plant and out of it. These policies are the compass 
by which we steer. Without them we would lose our 
way. More than once we have cruised in strange 
waters, but we always got back on our course again, 
thanks to our compass. There has been more than 
one time when our business would have been wrecked 
if we hadn’t had a clearly defined set of policies to 
govern us. 

“You can take my word for it. Jack, the business 
that is run these days without a set of policies to 
govern it is nothing more than a gamble. And gam¬ 
blers don’t prosper.” 

THE TEMPTATION TO SWERVE 

The business executive, eager for profits, sees rich 
opportunities all about him, opportunities which ap¬ 
parently he can grasp easily by reaching only a little 
way beyond his own small circle. Whether to stretch 
out his hand or to stay it is a problem. By swerving 
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from his customary methods of operation he can find 
a new market opened up to him. Low costs and a 
seemingly unsatisfied public demand glitter with the 
prospects of new and greater gains. Not to seize a 
legitimate opportunity is to be shirking a plain duty. 

On the other hand, there is reason to pause. His 
business represents a large investment in fixed capital. 
Specialized plants have been erected and equipped 
for production, specialized corps of workers have been 
trained, specialized methods of promotion and chan¬ 
nels of distribution have been developed. His whole 
organization has been geared to do a particular kind of 
job, and because his competitors are just as^keen as he 

is, the gears have had to mesh exactly. 

Production gradually has been becoming more 

inelastic. The day of the pioneer has passed. There 
was a time when success depended upon entering a 
new field that had not yet been exploited. Then it was 
possible to muddle through. Today the success of any 
business enterprise depends largely upon the ability 
of its management to stabilize costs and selling prices 
and to keep quality and service unimpaired. 

Because doing business is so complex an undertak¬ 
ing, there must be some force to steady It. We must 
have signposts placed accurately to keep us on the 
main road and out of intriguing little bypaths that 
would lead us astray. We never can arrive anywhere 
unless we set up our goal and keep going toward 

it. We need standards to guide us, lines of conduct to 
follow, so that business development will be a matter 
of knowledge rather than of guesswork. We must have 
sound, stable policies. 
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WHAT POLICIES ARE 

A policy is a guiding principle of an organiza¬ 
tion. It designates the aims of the business and the 
approximate methods to be used in accomplishing 
them. 

Policies are the foundation upon which the business 
is set up. They are bases upon which rest the direc¬ 
tion and control of the organization’s activities. It is 
obvious, therefore, that any policy must be arrived 
at accurately from knowledge that is both definite 
and sufficient. 

In one sense, policies provide a set of restraints. 
Selecting them and formulating them place definite 
limits upon the range of operation. In another sense, 
a policy may be considered as a sort of contract 
between the particular organization and those to 
whom it is responsible, whereby the organization 
pledges Itself to do only such things as may be in 
accord with its established and declared principles, 
and not to make any change except after thorough 
investigation. 

Thus policies serve two purposes: 

They limit the field of operation. 

They outline the course which an analysis of 
conditions has shown to be the best one to 
follow. 

But while policies are both definite and compre¬ 
hensive, and while they establish narrow limits, it 
must not be understood that they are rules of action. 
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They are rather the outlines of a course of action and 
of the procedure that must be followed carefully. 

In other words, the policies of an organization 
cannot be expected to provide a ready-made answer 
for every problem that arises. They do, however, 
provide the formulas by which the solutions to the 
problems may be worked out. 

Business would be delightfully easy if every step 
could be stated exactly in advance, but the fact is that 
conditions constantly are changing, and new prob¬ 
lems constantly are arising which could not possibly 
have been foreseen. For this reason, policies must not 
be too detailed as to the methods and means to 
be used in running the business, lest they become 
inelastic and not readily adjustable. 

At the same time, they must not be so general as to 
be hazy. They must give a clear idea of the purpose of 
the business and a thorough understanding of the 
methods to be used. As to the goal to be reached, as to 
the plan to follow in reaching it, they must be definite 

THE THREE TYPES OF POLICIES 

Naturally, one brief statement of principles cannot 
comprise the complete and sufficient policies of a 
business. The whole policy must be elaborated into 
its contributory parts. 

In general, the policies of a business fall into three 
main classes: 


I. General policies 

II. Major policies 

III. Departmental policies 
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THE POLtCY STRUCTURE 


GENERAL POLICIES 

They define for the whole organization 

The Ideals 
The Principles 
The Purposes 


EXTERNAL MAJOR POLICIES 

They interpret General Policies 
in terms of: 

Sales 

Price 

Advertising 

Credit 

Collections 

Etc. 


DEPARTMENTAL POLICIES 


They Interpret Major Policies in terms of detailed 
working methods for every unit of the organization: 


Engineering 

Shop 

Office 

Purchasing 

Accounting 

Sales 

Shipping 

Legal 

‘ Advertising 

Agency 

Collection 

Complaint 

Credit 

Maintenance 

Etc. 


_I_ 

INTERNAL MAJOR POLICIES 

They Interpret General Policies 
in terms of: 

Finance 

Extensions 

Organization 

Production 

Purchasing 

Personnel 

Etc. 

I- 
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Each class of policies has its own particular kind of 
direction and control. Different sets of factors are 
involved, for example, in determining the company’s 
policy on prices and its policy toward its employees. 

Furthermore, because the carrying out of each 
policy is affected intimately by the other policies, no 
sound comprehensive set of policies can be established 
until all the types of policies are understood and taken 
into consideration. One class of policy cannot safely 
be stressed at the expense of the other two; otherwise 
the business would operate at random, taking advan¬ 
tage of opportunities as they arise, and using whatever 
means seems handiest at the moment, but doing 
irreparable damage to future operation. 

GENERAL POLICIES 

The first and most fundamental type of policy of a 
business is the general policy. This includes a definite 
statement of the ideal which acts as the animating 
force in the business and the principles which guide 
the management in conducting it, together with a 
definite statement of what the business is doing and 
what it plans to do. 

Thus, a general policy is made up of three clearly 
expressed elements: 

1. The ideal of the business 

2. The principles of the business 

3. The purpose of the business 

Let us consider each of these elements separately. 
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THE BUSINESS IDEAL 

At the heart of every successful business is its 
“big idea.” It is the vision or the idea responsible for 
the starting of the organization and for keeping it 
going in spite of all obstacles and temptations. 

Such an ideal is necessary for the accomplishment 
of really great success. It must amount almost to 
inspiration. In it there must be unlimited faith; it 
must provide the creative stimulus so necessary for 
the greatest achievement. Henry Ford had such an 
ideal; so did John Wanamaker, Walter Chrysler, 
Harvey Firestone, George Eastman, William Filene, 
and the whole vast array of captains of American 
business. All successful men are imaginative. They 
can envision what they are going to do. 

But the vision must become fact. The ideal must be 
of a nature to be grasped. It is not a mere raw inspira¬ 
tion that may, after all, turn out to be little more than 
an impractical dream. It must be substantial enough 
to support the business structure that is being erected 
upon it. 

The ideal should not be adopted too hastily. To 
seize upon an inspiration and try to put it to use with¬ 
out more ado, is dangerous. The big idea must be 
studied; it must be analyzed in the light of the cir¬ 
cumstances which it will affect and which will be 
affected by it; time and thought must be given to 
shaping it. To be of value, it must possess certain 
characteristics, and they are these: 

I. It must be substantial. 
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1 . It must be in keeping with economic and social 
conditions. 

3. It must be capable of being worked out on a 

basis of facts. 

4. It must be in accord with sound business 

judgment. 

A sound ideal, carefully formulated and faithfully 
followed, is the greatest single factor in the successful 
progress of any business concern. An impractically 
developed ideal is a main contributing cause to busi¬ 
ness failure. 

The story of Robert H. Ingersoll provides a familiar 
example of the manner in which a business can be 
both reared and foundered upon an ideal. He wanted 
to sell something which everybody would find useful 
and which everybody could afford to buy, so he 
originated the “Dollar Watch.” It was a new idea, 
but he finally got it worked out. He even went so 
far as to capitalize his idea, by taking as a slogan 
the phrase, “Ingersoll, the watch that made the 
dollar famous.” 

His ideal apparently was sound and he elaborated 
it effectively. His business was highly profitable. 
Eventually, however, Ingersoll lost not only the for¬ 
tune he had accumulated, but the business he had 
built up with so much pains. Even the famous slogan 
had to be discarded as useless. 

The explanation for the debacle is simple: the ideal, 
although a substantial one, worked out on a basis of 
facts, and in accord with the best business judgment 
obtainable, did not remain in keeping with economic 
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and social conditions. The dollar which, when the 
business was founded, was ample to buy materials, to 
pay workmen, to run machinery, to advertise exten¬ 
sively, and still leave a fair margin of profit, was not 
the dollar of later years when the price of everything 
had risen. The public accepted the fact that it had to 
pay more for groceries, for clothes, for haircuts and 
furniture, but it refused to pay a dollar and a half for a 
watch that called itself a dollar watch. The ideal that 
had builded the business, now that it had become 
impractical, was the very thing that crushed out the 
life of the business. Yet, without some ideal, the busi¬ 
ness never could have grown. 

PRINCIPLES OF THE BUSINESS 

Interpreting and amplifying the ideal of a business 
organization is the statement of principles which its 
general policy includes. This outlines the standards 
of conduct to which the organization will adhere 
while it operates. 

These principles should be expressed clearly and 
publicly. The concern deals largely with the public, 
and its prosperity depends in no small measure upon 
the feeling of confidence on the part of the public 
in what the concern is doing. Every action must 
foster this feeling of confidence, the principles must 
be kept constantly in mind. The outward aspect of 
the business must be standardized, and this is possible 
only when there is a definite statement of principles in 
accordance with which all decisions regarding the 
business organization can be made and by which all 
of the organization’s activities can be judged. 
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Most successful businesses have based their general 
policies on the principles of honesty and service, 
George Eastman, for example, formulated a state¬ 
ment of principles under which his company not only 
won its way to domination of the camera and film 
manufacturing business, but kept that position long 
after the founder had passed on. These principles, as 
explained by Eastman, were as follows: 

1. The firm holding to an ideal—a definite objec¬ 

tive that never can be reached. 

2. The guarantee, at any cost, of whatever is sold. 

3. The keeping out of avoidable debt for capital 

purposes—let the business, if possible, build 
itself and save money rather than borrow it. 

4. The control of the alternative—or control of 

more than one way of doing everything 
undertaken. 

5. The making of the highest grade of product 

before attempting a lower, and the culti¬ 
vation of quality as well as the cheaper mar¬ 
kets with the reservations I have given. 

6. The avoidance of overorganization. 

A still more detailed elaboration of the honesty and 
service themes was that stated in the handbook which 
William Filene’s Sons Company, of Boston, published 
for distribution to all its employees, as a statement of 
principles to govern the conduct of all departments 
of the organization. It read as follows: 

A few of the principles which have proved to be so sound that 
the7 are the basis of our business success are: 

I. To have always the merchandise the public wants at the 
time the public wants it. 
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2. To sell only merchandise that is dependable as to quality 
of material, fastness of color, of the highest standard as to style, 
fit and workmanship, and correctly marked as to size. 

3. Never knowingly to be undersold. 

4. To sell no merchandise that is not perfect and the best 
of its kind unless it is marked “ seconds,’’ ‘‘ damaged,” ‘‘ soiled,” 
or “imperfect,” so clearly that there can be no deception. 

5. To print no exaggeration, misleading statements, or 
half truths under any circumstances. 

6. To keep our promises to customers. 

7. To be as liberal as any other store in the city, in every 
contact with our customers. All merchandise shall be taken 
back without question provided it is in acceptable condition 
and is returned in accordance with the return rules. 

8. Never to quote comparative prices. 

9. To justify our honesty as to Filene value to the extent 
of offering prizes to the public and to employees for the detec¬ 
tion and reporting of misstatements. . . . 

10. Not to use in our publicity such terms as “sales,” 
‘‘special price events,” or similar phrases. Our stock-taking 
sales are not in this classification. They are our way of seasonal 
housecleaning. 

By stating definitely the principles which it intends 
to follow, the business organization destroys the root 
not only of many misunderstandings with customers, 
but of friction and discord among various divisions 
and departments within the organization. Business 
flows more smoothly when everybody concerned has 
confidence in the stability of the organization—when 
everybody knows that everybody else knows precisely 
what he is trying to do. 

YOUR BUSINESS PURPOSE 

^^What are we in business for?’’ is a question which 
every executive might well ask before attempting 
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to do any business. The glib statement which pops 
up spontaneously in reply is, “We are in business to 
make a profit.” 

It is not a sufficient answer. Success is not reached 
through a hazy, indefinite idea of the real aim or the 
real reason for the existence of the organization. The 
really important factors are 

the kind of service to be rendered, and 
the class of people to whom the service is to be 
rendered. 

It is a fact that many concerns have no clean-cut 
statement of the purpose which governs their activi¬ 
ties. They are opportunists, taking whatever comes 
their way, and usually losing with each new venture 
all the intangible values built up by their previous 
undertakings. 

It is, of course, wholly possible to erect a building 
without having any blueprints to work from. You can 
found a business and run it after a fashion without 
having any plans and specifications to go by, but it 
will be a ramshackle business. Success is won by 
planning ahead. And you cannot change your basic 
plan from day to day. You must know at the outset 
what your purpose is. 

If more concerns knew exactly why they were 
established and what reasons they had to expect 
others to do business with them, there would be 
fewer bankruptcies and fewer occasions for the oft- 
repeated comment after bankruptcy: “As long as they 
stuck to their own field, they were all right, but when 
they started to play several games at once, they were 
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doomed.’’ Indiscriminate departure from the organi¬ 
zation’s one best course is prevented by a clear expres¬ 
sion of purpose in the general policy. A concise 
statement of purpose, of what the business intends to 
do, is of vital importance to every business 
organization. 

INFORMATION AND INSPIRATION 

A Statement of purpose, indeed, can be not only 
informative, but inspirational as well. As a case in 
point, consider this declaration of the purpose of the 
International Business Machines Corporation: 

The need in the business world for existing International 
Business Machines is a very real one, and the need for new 
devices now in process, and yet to be invented, is even greater. 

So long as people inhabit the earth and engage in trade 
and commerce, so long will the need for machines, which per¬ 
form the indispensably necessary function of our machines, 
increase. 

Our plans and our policies recognize this vital fact. Our 
business as it exists today is built on a solid foundation. The 
present is being adequately cared for and the future adequately 
prepared for. 

Our business is, through our machines, to help other 
businesses: 

—to eliminate waste 
—to effect shortcuts 
—to save time 

—to procure more accurate results 
—to reduce costs 
—to improve results 

—to secure better control of, and bringing greater economy 
to, all phases of business operation. 
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In short, our purpose is to help other businesses to increase 
profits. To put it another way: 

1. We bring to the vitals of business operation: 

{a) speed 
( 4 ) accuracy 
(r) economy 

2 . We provide practical ways and means of shifting 

burdens from the backs and heads of men to 
machines. 

Business has learned and is learning the advantages of turn¬ 
ing over to machines the work that machines can do better 
than humans. Through the application of business machines, 
the employee benefits as well as the employer. He finds that 
business machines are actually an invaluable aid to his own 
advancement. They remove from his shoulders a mass of 
wearisome, brainfagging detail, enable him to do his work 
more efficiently and with greater facility, free him from long 
hours of monotonous toil, and bring to him, as an individual, 
a freedom not otherwise enjoyed, and thus provide greater 
opportunity to develop his own individuality—all of which 
redounds to the benefit of the business in which he is employed. 

In considering their obligation to I.B.M. customers and 
stockholders, I.B.M. people learn from their president to 
think in terms of ultimates. His eyes and our eyes are con¬ 
stantly on the goal ahead. The objective is kept clearly in mind 
at all times. Obstacles are regarded merely as obstacles—not as 
stopping places. It is taken for granted that those obstacles will 
be overcome. 


PLANS FOR THE FUTURE 

A definite outline of plans for the future must be 
contained in the general policy of the business. In 
the case of a corporation, the charter carries a general 
statement of the field or fields in which the company 
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has a legal right to operate; the bylaws usually 
elaborate upon the statement of the company’s scope. 

The charter and bylaws, however, are not sufficient. 
Most of the time they are couched in general phrases 
in order to allow for broad interpretation. Certainly 
they are not specific directions to the executive to 
guide him in his work and to help him make decisions 
that are consistent with the ambitions and intentions 
of the company founders. 

General policies must be clear. With no ambiguity 
they must set forth the following facts: 

1. What the business intends to do. 

2. What product is to be produced or handled. 

3. What markets are to be operated in. 

4. What is the class of people to be dealt with. 

5. Whether the business is to be speculative 

or conservative. 

To sum up, a statement of the general policy 
should show exactly what the business should be do¬ 
ing at any time. 


MAJOR POLICIES 

General policies, as the name Implies, are general in 
their nature. Something more is needed before the 
executive can understand hozv the ideals, the princi¬ 
ple, and the purpose of the general policy are to be 
reached. To designate the operating methods of the 
concern, the major policies are necessary. That they 
should conform to the general policy and give scope to 
it is self-evident. 
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Inasmuch as the major policies are formed for the 
purpose of directing the business toward the goal set 
by the general policy, it is essential that they compose 
a homogeneous group. Every major policy must sup¬ 
plement every other major policy and be in harmony 
with it. At the same time, each must be clearly and 
distinctly defined and absolute in its own specialized 
field of direction and control. 

Naturally, the specific major policies which you will 
adopt for your own particular business will depend 
upon the nature of that business. They will differ 
not only in detail but in type from the business in 
which another man is interested. So many and so 
varied are the several kinds of business enterprise, 
that it is manifestly impossible to tell you precisely 
what policies are best suited to you, or even to list all 
of the types of major policies and the subjects which 
they cover. 

INTERNAL AND EXTERNAL MAJOR POLICIES 

There are, however, a few major policies which are 
to be found in any kind of business, and it is well to 
consider what they are. When you come to analyze 
your own business, you will see how your major 
policies can be divided logically along such lines. 

There are two kinds of major policies; 

1. Internal policies 

2 . External policies 

Internal policies are concerned largely with produc¬ 
tion. Among the matters to which they relate are the 
following: 
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—^finance 
—extensions 
—organization 
—^production 
—^purchasing 
—personnel 

External policies are concerned largely with dis¬ 
tribution. The following are included in the matters 
to which they relate; 

—sales 
—price 
—advertising 
—credit 
—collections 

FINANCIAL POLICY 

At the heart of your business lies the internal major 
policy on finance. Whether your business succeeds or 
falls depends largely upon whether it preserves or fails 
to preserve a properly balanced financial structure. 

You cannot maintain the necessary balance with¬ 
out taking a long-range view. You must analyze the 
resources of your company thoroughly and make your 
operating methods conform to them. In thus estab¬ 
lishing your financial policy, you will find that such 
elements as the following must, of necessity, be 
covered: 

The means to be used in obtaining permanent and 
temporary capital. 

The methods to be followed in financing credit 
and sales. 
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The general balance to be maintained between 
fixed capital and working capital. 

The ratio to be observed between current assets 
and current liabilities. 

The reserve to be maintained. 

The distribution to be made of earnings. 

The sources of capital from which extensions are 
to be provided. 

As is the case with other major policies, the impor¬ 
tant element in the financial policy is that it must 
take into consideration the conditions under which 
the business is operating and embody definite meth¬ 
ods which fit exactly the needs of the organization. 

EXTENSION AND EXPANSION 

Closely related to your financial policy, as well as to 
the general policy of your business, is your policy 
with regard to extensions. It is generally agreed 
that the best extension policy should incorporate 
these three principles: 

1. All development should be paid for out of 

profits. 

2. Expand only when necessary. 

3. Steady, rather than spasmodic, growth is to 

be sought, except in speculative enterprises 
where steady growth is impossible. 

Businessmen who lived through the two decades 
which included the World War and the world-wide 
financial depression experienced a striking demonstra¬ 
tion of the disaster that can come to a business which 
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lacks sound financial and extension policies. The first 
part was an era of expansion. The sole problem seemed 
to be one of production, and large profits seemed to 
be had for the asking. All a business organization had 
to do was to supply the products for which there was 
an apparently insatiable public demand. Many 
firms plunged recklessly Into expansion programs; 
they enlarged their facilities to an extent adequate for 
the immediate market. In doing so they contracted 
enormous debts. 

Many such firms had no fundamental policy to 
guide them In their expansion; what extensions were 
to be made was determined by the whim of the 
management. Some of them did not even survive 
until the great depression. In 1920, there was a gen¬ 
eral business decline. Markets shrank. There was an 
over-supply of almost everything. Wheels stopped 
turning. Employees were discharged. 

But factories and office buildings that had been 
erected in boom time could not shrink, and neither 
could the debts that had been incurred to pay for the 
expansion. Some business organizations failed; others, 
assuming heavy losses in the disposal of unnecessary 
equipment and surplus stocks, were so crippled that 
they could not take advantage of the next general 
upswing, and when the great depression came they 
disappeared completely from the business scene. 

Even through the long financial disaster which 
began in 1929, however, some business houses sur¬ 
vived. But in every case they were the organiza¬ 
tions which were strong by reason of a firm policy to 
resist the temptation for sudden expansion. 
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THE ORGANIZATION POLICY 

It is through an organization that the management 
of a business must do its job. There arises, then, a 
need for a policy to regulate the manner in which that 
organization shall be developed. In arriving at such a 
policy these are some of the questions that you must 
answer: 

What form and type of organization will you use ? 

To what degree will you separate the organiza¬ 
tion into its various functions 

How will you delegate authority and responsi¬ 
bility 

What major factors will you use to make 
the organization run more smoothly and 
efficiently? 

The organization policy, in other words, might be 
called the skeleton of the business establishment’s 
body. Without its support, the muscles of the depart¬ 
mental policies would be limp and useless. 

THE PRODUCTION POLICY 

Production, naturally, is one of your major prob¬ 
lems. This is true even though you may not be en¬ 
gaged directly in manufacture. Directly or indirectly, 
your operation depends upon things produced, as will 
be seen from some of the matters to be provided 
for by the production policy. They include: 

Design 

Equipment 

Material 
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Methods 

Regularity of operation 

The Standardization Policy 

Closely related to the policy of production is the 
policy of standardization, although standardization 
is properly a part of the general policy of “what is to 
be made.” In many cases costs can be cut materially, 
while still maintaining quality, by standardizing 
sizes, styles, and types of items and by adopting 
uniform methods of operation. The International 
Shoe Company, for example, by insisting at all times 
upon absolute standardization of quality and con¬ 
struction, has operated its factories so continuously 
and uniformly that in a single year production from 
week to week has not varied more than five per cent. 

THE PURCHASING POLICY 

To a great extent, the requirements of the produc¬ 
tion department and the financial policy will govern 
the purchasing policy of a business. In the purchasing 
policy such items as these are to be taken into consid¬ 
eration : 

The sources of materials to be used or developed. 

The determination of whether long- or short-time 
contracts are to be entered into. 

Whether buying is to be speculative or 
conservative. 

Most concerns naturally use in their purchasing 
those methods especially suited to their financial and 
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production policies, and purchase from the iriarket 
that they can develop to their greatest advantage. 

THE PERSONNEL POLICY 

The control of the human element being one of the 
most vital factors in the conduct of any business, the 
personnel policy is one that requires and usually 
receives especially careful consideration. Human 
effort cannot be bought in the same manner as can 
commodities, but at the same time the policy can¬ 
not be one solely of altruism; it must be based on 
adequacy and expediency. 

Included in the personnel policy are the following 
considerations: 

The attitude of the organization toward employees 

The attitude toward unions 

Collective bargaining 

Scientific personnel management 

Welfare work 

Scientific wage systems 

Profit sharing 

Employee housing 

Executive promotion 

Types of labor to be hired 

The general scale of wages to be paid 

Experience has shown that a definite personnel 
policy is necessary to obtain effective operation. 
Loyalty and teamwork are of the greatest importance 
and they are attained only through sustained and 
guided effort. Opinions differ widely as to the proper 
attitude of a business organization toward its workers, 
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but in general there is a wise and growing tendency to 
make the worker’s lot easier and to stimulate and 
encourage him by holding out rewards for his in¬ 
dividual effort and accomplishment. 

EXTERNAL POLICIES-SALES 

Side by side with the Internal policies of the busi¬ 
ness—those relating to production—and equally 
important, are the external policies, which relate to 
distribution. Of prime importance among these is a 
clear delineation of the sales policy. 

Included in the sales policy are the following items: 

The markets to be developed. 

The classes of people to whom the appeal is to be 
made. 

The channels through which the business will 
market its products—whether through brokers, 
jobbers, branches, local agents, exclusive ter¬ 
ritorial agents, or retailers. 

Trade agreements and contracts. 

The attitude of the business toward distributors. 

The attitude of the business toward competitors. 

The service the business intends to render to 
its customers. 

Each of these items in the sales policy is in itself 
capable of being subdivided into a number of other 
factors, upon each of which a policy should be adopted 
and clearly enunciated. The important Item of the 
service the business intends to render, for example, 
includes a host of factors ranging from the personal 
contacts established and maintained with buyers to 
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the quality of the product, the delivery of orders, and 
the acceptance of cancellations and returns. 

Often, unfortunately, the sales policy is not one 
that is ideal, but, of necessity, is a compromise be¬ 
tween the best methods the concern can use within 
the limits of its restricted resources and the methods 
it would like to use if it had resources sufficient to get 
the best results. 

THE PRICE POLICY 

Three influential features govern the salability of an 
article; the quality of an article, the service given, and 
the price. Included in the price policy are such ele¬ 
ments as the following: 

Mark-ups 

Variation in quotations to different purchasers 
Resale prices 
Price guaranties 

Price changes in a rising or falling market 

Discounts 

Rebates 

Special sales 

THE ADVERTISING POLICY 

Closely bound up with the sales policy and largely 
subsidiary to it is the advertising policy. It is deter¬ 
mined by the nature and quantity of the product, by 
the market which is desired, and by the amount of 
money available for the purpose. 

The advertising policy usually is formulated from a 
number of considerations, which include the following: 
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The amount of money appropriated for advertising. 

The time distribution of the appropriation. 

The media to be used. 

The nature of the appeal. 

The distribution of the advertising as to locality. 

Whether the organization will do its own adver¬ 
tising or turn it over to an outside agency. 

CREDIT AND COLLECTION POLICIES 

Last of the external major policies on our list is the 
credit policy. To a great extent this depends upon the 
financial policy and the methods of distribution. Is 
the concern to be liberal or conservative toward those 
to whom it sells its products ? Will it grant long terms 
for payment or will it insist upon payment quickly ? 
Will it extend credit in large amounts or will it permit 
commitments of small amounts only.? Depending as 
it does upon the financial policy, the credit depart¬ 
ment logically is a part of the financial department. 

Whatever is true from the policy standpoint of 
the credit department is true, also, of the collection 
department. Like the credit department, it has a 
direct influence on getting and retaining business; 
it can make friends or lose them. It is well, then, that 
the greatest care be used in forming definite credit 
and collection policies. 

DEPARTMENTAL POLICIES 

A business is made up of many parts, each of which 
has its own particular function. Each of these func¬ 
tions, as well as the methods and systems to be used 
in exercising it, has problems very different from 
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those of every other function. The purposes and the 
methods of the sales department, for example, are 
very dissimilar to the purposes and methods of the 
purchasing department. The two departments, how¬ 
ever, are each dependent upon the other, and the 
manner in which either one of them works, influences 
the methods and the efiiciency of the other. 

So it is that while general policies and major internal 
and external policies may be both comprehensive and 
specific, they are not sufficient to direct and control 
the various correlated departments within the general 
organization so that they will run together with 
watchlike precision. Departmental policies are neces¬ 
sary to designate the manner in which the organiza¬ 
tion is to be segregated into its component parts, the 
manner in which the various component parts are to 
combine, and the methods and systems to be used in 
their operation. 

There must be a separate departmental policy for 
each department, but each policy must necessarily 
be in harmony with the general and major policies, 
because it is through the departmental policies that 
the general and major policies are worked out in 
detail. Each department decides definitely on the best 
methods to handle the details of its own particular 
task. These methods are made standard for the whole 
department and are embodied in the departmental 
policy. Thus consistent decisions and uniform opera¬ 
tion of the department are secured. 

Suppose, for example, that the major internal 
policy relating to the personnel of the organization 
contained a clause to the effect that the organization 
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held itself responsible for the personal well-being of its 
employees. The personnel department would have in 
its policies a statement of the exact methods to be 
used in meeting this responsibility. 

These methods might include such items as the 
following: 

—the amount and kind of medical and dental service. 
—housing facilities. 

—transportation facilities. 

—provisions for recreation. 

—employee’s insurance. 

—sick benefits. 

Or the major personnel policy might provide that 
education should be provided for the workers with a 
view to increasing their earning capacity and their 
value to the organization. In such case the depart¬ 
mental personnel policies might include such items as 
these: 

—citizenship classes. 

—English. 

—technical instruction directly related to the 
work of the business organization. 

—the matter of whether and to what extent the 
time spent in education should be company 
time or the employee’s time. 

In formulating departmental policies, one consider¬ 
ation should be to select those methods which will use 
to the best advantage such facilities as are available 
within the department. 
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CLEAR DEFINITION 

No matter what your policies are, they should be 
definite. They should be so clearly formulated that it 
is possible to place them on record; unless they are, 
they may be a source of damage instead of a source 
of benefit. People are inclined to be suspicious of an 
organization about which they can obtain no accurate 
or exact information; the public, the stockholders, 
and the employees of a business can have little con¬ 
fidence in policies that are so vague that they cannot 
be expressed in writing. 

Ask the average businessman if his concern has a 
set of policies by which the business is directed and 
controlled. He will reply that, of course, it has. But 
ask him to state precisely what those policies are, and 
you will see him begin to flounder. 

Necessarily, he follows some general plan of action, 
which may be good or may be bad, and, hence, he 
does follow some kind of policy, which may or may 
not be to the best interests of his organization. Having 
only a general and hazy idea of his policies, he can 
have only a general and hazy idea of their value and 
their importance. 

The lack of an accurate and adequate understand¬ 
ing of what the business is for, what it is trying to do, 
and how it is trying to do it, are responsible for much 
of the lack of success under which many enterprises 
suffer. How can an organization of many men, each 
with a mind of his own, work together effectively, un¬ 
less they all have the same understanding of what they 
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are doing ? A clear and definite statement of policies is 
necessary. 


FUNDAMENTAL STABILITY 

To be definite, however, is not enough. If a policy is 
to have operating value, if people are to have con¬ 
fidence in it, it must be fundamentally stable. You 
cannot have one policy today and another tomorrow. 
The mere fact that a tempting opportunity arises 
is not a sufficient reason for scrapping a policy that has 
been arrived at logically and has produced good 
results. 

Changing economic or social conditions may, of 
course, require a change in policy, but as a general 
rule the company which is forever altering its basic 
policies will not succeed greatly. Stability must not 
be sacrificed. You cannot permit your foundation to 
become shaky. 

“We didn’t know when we were well off,” a New 
England manufacturer complained recently in dis¬ 
cussing a shift his company had made in its credit 
policy. “Over a period of years we had built up a 
reputation for strict but fair business dealings. Our 
customers liked our product; for quality, service and 
price we couldn’t be beat. Our credit requirements 
were strict, and the terms of payment we insisted on 
were short. That was all right with our customers, 
however. They liked us and they were accustomed to 
having us treat them like that. 

“We ^t a new sales manager. Competition was 
pretty keen and we let him sell us on the idea of 
changing our credit policy. We could make more 
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sales, he figured, if we would make it easier for pepple 
to buy. We started in extending credit to people who 
didn’t have A-i ratings. We gave them a longer time 
to pay. And we actually did seem to be doing better in 
the selling department. 

“When we came to making collections, however, it 
wasn’t so easy. For the first time we began to learn 
what bad debts were. Then, too, the amount of 
capital we had to tie up as a result of our new credit 
policy was more than we had counted on. Naturally, 
all our old customers took advantage of our new 
terms. They were real pleased about that, but they got 
sarcastic about the higher prices we found it neces¬ 
sary to charge. Also, there weren’t as many new 
customers as we had expected. 

“What with one thing and another, we found it 
desirable to go back to the old strict policy. Then we 
did have trouble. Not only did we fail to hold the new 
customers, but the old ones resented the tightening 
up. As long as strict credit terms had always been our 
policy, there was no complaint, but when we changed 
back to it again after a period under a different policy, 
it was another story. It’s been over a year since we got 
back on our original base, but we’re not back yet to 
the place we were before we made our first policy 
departure.” 

The danger of altering a manufacturing policy is 
illustrated by the experience of a well-known hosiery 
manufacturer. For years the company had confined 
its output to standard lines of popular-price hosiery. 
There came a time, however, when women’s lace 
stockings were in wide demand, and the company 
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decided to branch out and gather in some of the 
profits that seemed to be waiting. Manufacturing 
methods were altered to turn out the new product and 
new equipment was bought and put into operation. 

By the time the new line was well introduced, 
however, the demand began to dwindle. It became 
apparent that lace stockings were an ephemeral fad, 
and the company found itself loaded down with a 
large amount of idle machinery and a huge quantity 
of unsalable stock. 

To be stable, however, does not mean to be rigid. 
The stability of your policy need not interfere with 
the adoption of new ideas, expansion, or progress. 
No business can endure unless it goes forward, but 
the progress must be along the organization’s own true 
course. A business should possess a certain amount of 
flexibility, but it should not let itself be uprooted. 

On this point, Jackson Johnson, when chairman of 
the board of directors of the International Shoe 
Company, declared: 

“When you prove to your satisfaction that a policy 
is profitable and right, stick to it. I think probably we 
all tend in the direction of building in an opportunistic 
way. We never lightly depart from the main features 
of our established policies. Our business, we believe, 
succeeded because we chose a certain field of opera¬ 
tion, and in that field our methods found favor. 

“Expansion is a different matter. Every healthy 
business expands. But no really healthy business is 
constantly abandoning its established field of oper¬ 
ations, or the fixed policies that have aided it to 
achieve success. It is natural to get tired of old things 
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and want a change. But change for the mere sake of 
change is bad. What I wish to emphasize is this: 
Certain fundamental policies in our business are sound 
and right. Otherwise it would have died in infancy. 
Those fundamentally right principles are the guideposts 
on which our eyes constantly rest.” 

Let these be cardinal principles of your business: 

1. Do not change your fundamental general 

policy so long as you remain in the same 
line of business. 

2. Do not alter the major policies unless chang¬ 

ing economic or social conditions or the 
modification of the business make alteration 
absolutely necessary, and then only after 
the most thorough investigation. 

The investigation to determine whether or not it is 
necessary to alter a major policy should answer these 
questions: 

1. Are the new conditions permanent or only 

temporary ? 

2 . Are the proposed policies the best that can be 

adopted to meet the new conditions ? 

3. How are the departmental policies—the means 

of applying the general and major policies— 
to be varied in order to adapt the business 
to minor changing conditions ? 

WHAT POLICIES ACCOMPLISH 

You want your business to be neither hidebound 
nor yet flabby. If all your policies should be fixed 
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irrevocably, progress, of course, would be impossible. 
If none of them were fixed, there likewise could be no 
progress. You take the correct course by stabilizing 
the larger policies but allowing flexibility in those 
which direct and control detailed operation. 

Before we leave this question of the indispensability 
of definite and stable policies, let us consider just a 
few of the outstanding things that they accomplish. 
Among them are the following: 

They set a definite aim for the business. 

They serve as a starting point for a plan of action. 

They coordinate departmental action. 

They promote efficiency. 

They create confidence. 

They establish a basis for permanency. 

In other words, they force the organization to 
maintain an orderly arrangement of effort, by estab¬ 
lishing directive, supervisory, and control factors 
which pervade all departments of the business. 

A DEFINITE AIM 

In the average business today the one greatest need 
probably is a clearer and more complete recognition 
of the larger purpose of the business. There must be a 
distinctness of final aim—a force which is not of a 
personal nature—constantly maintained and con¬ 
stantly directing all of the organization’s activities. 

Where you have definitely expressed policies, those 
in control are obliged to formulate distinctly lines of 
action, methods, and means directly contributory to 
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the main purpose. Where you have an aim that is 
indefinite or not clearly expressed and understood, 
you are too likely to have an unnecessary multiplica¬ 
tion of products and services to a degree where 
efficiency and economy are lost, and in many cases, 
even, to a point where you may find that you have 
drifted into a totally different business, with little 
vestiges of the old remaining. 

That sort of thing has happened many times to 
organizations which keep forgetting their main pur¬ 
poses and step out into allied or different fields which 
are not suited to their methods of operation. There is 
danger for the manufacturer who starts trading in 
raw materials, for the wholesaler or retailer who 
speculates in merchandise, for the business organiza¬ 
tion of any kind that begins the practice of producing 
goods or service which it is not in an advantageous 
position to make or give. Dire consequences to 
reputation and to organization follow from the failure 
to resist the strong temptation to immediate profits. 

A BASIS FOR PLANNING 

In many a business there is a tendency to let the 
future take care of itself. No proper analysis for the 
future of the organization is ever made. Definite and 
stable policies, by affording a basis for investigation 
or a foundation for a plan of action, counteract this 
tendency. 

It is no more than a matter of simple protection for 
men who are operating a business to investigate to 
learn whether or not the most effective methods 
actually are being employed. When they have made 
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their analyses thoroughly, have reached their con¬ 
clusions logically, and have expressed those conclu¬ 
sions definitely, then they can know with certainty— 
and associates, employees, stockholders, customers, 
and the public generally can know with them—that 
the means and methods practiced are the best that are 
available. 

THE COORDINATION OF DEPARTMENTS 

There is a natural tendency for every division of a 
business to operate largely as an independent unit, 
unless it is controlled by a complete set of coordinating 
policies. The production manager may strive for low 
cost at the sacrifice of quality and service; the sales 
manager may seek orders regardless of the plant’s 
ability to fill them; the financial manager may prac¬ 
tice economy at the expense of future savings; the 
credit manager may refuse credit at the cost of sales; 
the advertising manager may create demand irrespec¬ 
tive of the sales and distribution channels; the pur¬ 
chasing agent may buy in quantity regardless of the 
company’s financial condition. 

Each of these managers is out to make a record for 
his own department along the lines in which his 
department is expected to function. Such efforts, 
however, must be curbed and shaped and brought 
into harmony with every other department’s effort. 

A system of sound policies must insure that the 
same idea, methods, and spirit animate and pervade 
every part of the organization, and that all depart¬ 
ments, all executives, and all employees think and 
act as one. Unless there is such a common aim, indi- 
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vidual personal efficiencies, working at cross purposes, 
will be wasted. 

DELEGATING AUTHORITY 

When there is a common knowledge of policies, it 
becomes a simple matter to delegate authority and 
responsibility and still retain full coordination. When 
only the manager fully understands the aims and 
methods of the business—which is the case when 
there are no recognized standards of procedure—the 
delegation of authority is unwise. All effort must 
conform to his ideas, and hence every step must 
receive his expressed approval before it can be taken. 
The inefficiency of such a type of organization is 
generally recognized. 

Where you have a clearly defined standard of 
procedure, each department can be left free to use its 
own resources and its own ingenuity within the 
established major directives. With definitely expressed 
policies, not only the executives, but the entire 
personnel of the organization have something tangible 
to work with. People always work best when they 
understand the reasons behind the orders they are 
carrying out. 

It is not, of course, possible to explain to all the 
workers why certain orders are issued, but it is possi¬ 
ble and highly desirable to explain the reason for 
certain policies. Each separate order can then be seen 
as an expression of the policies. With an intelligent 
understanding of the order, a long step will be taken 
toward intelligently carrying it out. Not only that, 
but the knowledge will make for the loyalty and good 
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will of the workers, for there is nothing obscure or 
hidden which they might be inclined to distrust. 

BUILDING PUBLIC CONFIDENCE 

To do business successfully, it is necessary that the 
public, especially that part of the public with which 
you are in contact, have confidence in your organiza¬ 
tion. A frank and definite statement of your policies 
is a substantial help in creating and maintaining such 
confidence. It is specific evidence of what your inten¬ 
tions are. Distributors, consumers, and others will 
know what course of action you will take and they 
can make their own plans accordingly. Only through 
well-defined codes of action can you build and keep a 
reputation for consistency. 

Without fixed policies, you might hold your 
customers for a while, but inevitably your standards 
would be lowered through carelessness and over- 
confidence. This is especially true in those lines of 
business In which service plays an unusually impor¬ 
tant part. 


INSURING PERMANENCY 

Firm policies further the permanency of a business. 
Where one man is the dictator of the whole organiza¬ 
tion, his conclusions and decisions, no matter how 
good they are, are made for reasons best known to 
himself. When In time his hand is taken from the 
wheel, the business Is left to shift for itself. 

His successors have no standards, no statements of 
principles or methods to show why things were done as 
they were, The business becomes disorganized, makes 
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mistakes, embarks on wrong courses, and may 
even fail altogether. Success might have continued 
unimpaired, had there been built up and maintained a 
set of strong, generally understood fundamentals 
upon which to base continued operation. 

You probably will have no difficulty in understand¬ 
ing, and no hesitation in appreciating the value of the 
various types of policies we have discussed up to this 
point. Your big problem will lie in knowing how to 
select those policies which are best suited to your 
own business. 

Your specific organization has its own problems, 
and some of them are different from the problems of 
any other organization. It must have its own policies 
made strictly to measure; no ready-made policies can 
be adopted without alteration. You must piece 
together your own policy structure. 

EXTERNAL FACTORS 

There are certain controlling factors by which you 
should let yourself be guided in formulating policies. 
Some of these factors are external and some internal. 
The following would be among the external factors 
controlling policy formation: 

—laws and government regulations 
—codes of ethics 
—public opinion 

—prevailing economic customs and institutions 
—standard trade practices 

The most powerful factors are those of social 
control which have been imposed on us by the present 
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organization of society. They include laws, regula¬ 
tions, and codes of ethics which keep us from forming 
our policies on a purely selfish and personal basis. 

You may consider that your business is your own 
and that you can run it to suit yourself, but that is not 
the fact, and it is getting further away from the fact 
as time goes on. The government, business associa¬ 
tions, and the public in general, are taking an increas¬ 
ing interest in the way you conduct your operations 
and are laying down rules which you cannot violate 
with impunity. 

You decide on a policy of retrenchment, for example, 
and conclude that the one best way to economize is to 
cut down the wages you are paying women employees. 
But your state, we will say, has a minimum wage law 
which forbids that. You seek to keep them at work 
longer hours, but that, too, you learn, is forbidden. 

You resolve to spend less on the upkeep of plant 
and equipment, but you are likely to find yourself 
neglecting safety devices and necessary repairs to a 
point where the authorities will get after you. No 
matter how imperative it is that you reduce expenses, 
you can do it only within the law. 

And the law, you will find, is not merely passive. 
Continually it is exercising its power to investigate 
you and your practices—both those that have to do 
with your dealings with outsiders and those having to 
do with your employees. A great body of corporation 
laws which regulate production, trade and commerce, 
advertising, methods of competition, and the like, 
has been developed. All of these you must take into 
account in forming your policies. 
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Nor is it enough that you keep within the law. 
Public opinion must be a factor. It is of practical 
value to adopt only such practices as will not injure 
your reputation in the eye of the public. Your business 
policy cannot be good if it is one that causes the public 
to think unfavorably of you. And remember that 
public viewpoint changes. New standards of thought 
and opinion are held from time to time and you must 
be ready to conform. 

All the external controls on your business are not of 
social origin, however. You will be affected just as 
strongly by the economic institutions through which 
you must carry on your transactions. You cannot, 
for example, change the operation of the financial 
system by which you obtain credit and by which you 
market goods or securities. Neither can you have 
much latitude in regulating the prices you will place 
upon your goods, for, unless you have an absolute 
monopoly, you cannot control the dominant forces 
of supply and demand. 

In short, you are hemmed in on every side by exist¬ 
ing conditions and institutions. You will find that, so 
far as your external relations are concerned, the 
general course which you must take and the general 
policies which you must follow, already to a great 
extent are mapped out for you. 

INTERNAL FACTORS 

In addition to these external factors, there are 
internal factors which control your formation of 
policies. They include such items as the following: 
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—your resources 
—^your personnel 

—the particular nature of your business 

You probably will agree readily that those three 
factors are obvious ones, but it is a fact that they are 
ignored in an astonishingly large number of cases. 
Every day there is some executive who installs a 
policy totally unsuited to his business, his only 
reason being that that particular policy produced 
good results with some other concern. 

It is true that there seem to be certain sound 
policies which any business could follow with safety 
and profit, but even these should be adopted only 
after they have been given the same careful analysis 
that is given to every policy, to determine whether 
or not they are fitted for the particular conditions 
existing in the particular business. 

STANDARDIZATION AND POLICIES 

It is the growth of standardization In business that 
is largely responsible for the existence of stable 
policies. As long as business operated on the basis of 
going after any trade that was handiest or most 
promising at the moment, as long as it was the 
custom to get all the business possible by any means 
which seemed most suitable for the occasion, and as 
long as the business was controlled more by the whim 
of the purchaser than it was by any logical or clearly 
defined course which the organization itself intended 
to follow, just so long was scant attention paid to 
definite and stable policies. In the industrial and 
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commercial system there was simply no place for 
them, and even if there had been a place, there was no 
reliable information upon which to form them. 

With the establishment of standardization in busi¬ 
ness there came the setting up of long-time objectives 
and it was then that policies became recognized as a 
fundamental factor in business organization. To plan 
ahead, to standardize your business on the basis of 
facts learned by research, analysis, and experience, 
made it necessary to form well-defined and lasting 
policies by which the business might be controlled. 
Adequate knowledge of industrial conditions and of 
the market now makes it safe for the modern manu¬ 
facturer to standardize and to plan his policies in 
advance. These policies, in turn, make it safe for 
distributor and consumer to accept his goods without 
question. 

METHODS OF DEVELOPING POLICIES 

Methods used in developing policies vary widely; 
there are good ones and bad. In some organizations 
the practice has been to decide upon the type of 
work to be done and to let it go at that. This slipshod 
adoption of a general or major policy, without the 
contributory policies necessary, usually results from 
the belief that, because there is a demand for the 
products of the organization, the organization auto¬ 
matically will be patronized and will operate in what¬ 
ever way is most natural and most efficient to satisfy 
customers’ demands. 

In other concerns the policy is formulated on the 
basis of limited personal experience. Lacking adequate 
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information on how best to carry on their own internal 
operations, as well as how to handle their markets, 
the organizations find that new problems which had 
not been foreseen, constantly are putting in an appear¬ 
ance. Rule-of-thumb methods of solution must of 
necessity be applied, and the result is the repeated 
use of ineffective tactics. 

In the average business, an extensive study has 
shown, the method of arriving at the policies is this: 
the general manager makes a study of the methods 
used by concerns similar to his, adds what he has 
thus learned to his own experience, and by combining 
the best features of each, arrives at his policies. 

Such a method is dangerous. A man tends to favor 
the things that he understands best, as opposed to 
anything that seems complicated or new to him. 
Any judgment he forms, therefore, is likely to be 
largely the result of his own personal experience. In 
any event, his decisions are based upon what sfem 
to be best, upon effects in other cases, rather than 
upon causes. 

SCIENTIFIC ESTABLISHMENT 

Business organizations today that are the most 
progressive and the most successful are the ones which 
establish their policies on facts, and put those facts 
together scientifically. Policies, they have learned, 
cannot be based upon guesses or suppositions. A 
supply of information that is adequate and accurate 
must be assembled first. 

A broad and thorough analysis of the purpose of the 
business is made. This is followed by a careful in- 
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vestigation of the specific methods of operation. Only 
then are the general and major policies adopted. 

Are there technical men in your organization who 
are in possession of large quantities of valuable 
information concerning their respective departments? 
Draw out this information, interpret it, correlate it. 
Do not be content only with such information as is on 
the surface, but dig down and gather from every 
corner of your business all the information that can 
show you the present condition of the concern and 
the merit or lack of merit in its methods. 

Nor can you be satisfied with what you learn within 
the organization. You must realize that the wider 
your knowledge of your field of business, the sounder 
will be the policy that you will formulate. Every fact 
of importance that is overlooked is just one more 
element tending to make your business a gamble. 
Without being based upon information that is ac¬ 
curate and comprehensive, it is just as speculative as 
it would be if you had deliberately tried to make it 
speculative. 

You not only must have information, but you must 
use it scientifically if you would remove the specula¬ 
tive clement in forming your policies. Such scientific 
use eliminates and overrules the personal prejudice 
and human error from which none of us is wholly 
free. It eliminates, too, the adoption of methods 
merely because they are traditional. It builds a 
business on facts instead of on guesswork. 

But where are you going to get such facts—facts 
beyond your own knowledge and the knowledge of the 
other men in your organization ? You might, of courses 
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bring in a research specialist, trained in the finding 
of just such facts as you are seeking. If, however, you 
wish to go to the sources of information yourself, 
you will find the most satisfactory ones available in 
the trade journals, the current technical magazines, 
and the numerous books and articles on industrial 
and commercial research and analysis. 

The important thing for you to remember is that 
your facts must be assembled first. Only after you 
have assembled all your information, are you safe in 
attempting to formulate a policy that is definite and 
stable. 

RESPONSIBILITY FOR POLICY FORMATION 

The question that now presents itself is this: Who is 
responsible for forming the policies ? 

That, naturally, varies with the different forms of 
business organization. Where you have a business 
owned and managed by one man, he, of course, is the 
one most interested in the ultimate success of the 
enterprise. Ordinarily, he would formulate all policies 
and be responsible for their success. 

He may have under him a manager and even depart¬ 
ment heads who would help him to decide upon 
departmental policies, but he, none the less, would be 
the principal power in shaping them. Such a one-man 
business, presumably, never can grow to great pro¬ 
portions, because its size is limited to the capacity of 
the man at the head. 

PARTNERSHIP POLICIES 

Partnerships are of many kinds, and usually each 
kind has a different method of originating its policies. 
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Two of the most common kinds of partnerships are 
these: 

The departmentalized partnership 
The general partnership 

The former usually is the more successful. In this, 
the general and major policies are determined by all 
the partners in conference. Each partner has his own 
department especially in mind, but he also has in 
view the good of the business as a whole. Thus a 
coordinated set of comprehensive policies is formed. 
From the blending of the opinions comes a well- 
rounded group of policies. Each partner is independ¬ 
ent and supreme, of course, in the particular 
department in which he specializes. 

In the general partnership there is no departmental 
specialization; each has equal control in the guidance 
of the entire organization. While policies are for¬ 
mulated by all the partners in conference with one 
another, there is a very human tendency for each 
partner to formulate separate policies for each depart¬ 
ment. Conflicting policies are thus set up, cooperation 
is lost, and various parts of the business machine 
are working one against another. 

Such a picture is not overdrawn. In many small 
organizations, each partner believes that because he is 
a part owner of the business in general, he should be 
allowed to direct any of its functions. Because the 
aim of any business must be a very definite one, and 
because to achieve that aim unity of actions by 
all members is indispensable, it is especially important 
that partnerships have carefully drafted policies. 
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CORPORATION POLICIES 

Where the organization is a corporation the respon¬ 
sibility for policy formation is still more widely dif¬ 
fused. The problem is further complicated by the fact 
that usually there is a sharp distinction between the 
ownership and the management. The executive who 
is running the business is between two fires. 

On the one hand is the board of directors, represent¬ 
ing the owners, and he must conform strictly to their 
instructions. On the other are the methods and re¬ 
sources which he considers the best to use. The prob¬ 
lem is most complex of all when the board of directors 
is made up largely of men who take no active part in 
the corporation. 

The greatest weakness, in fact, of the corporate 
form of organization is the separation of ownership 
and responsible management. This disadvantage must 
be oflPset as much as possible, and to this end emphasis 
should be placed on the formation of policies by a 
central body, in order that the coordinated group may 
be followed consistently by all parts of the organiza¬ 
tion. A good way to effect such centralization is for 
the board of directors to cooperate with the executive 
council, which comprises heads of departments. 

THE corporation’s GENERAL POLICY 

The board of directors together with the president 
and the general manager should formulate the general 
policy of the corporation. By so doing they inter¬ 
pret the desire of the stockholders as to these three 
things: 
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1. The general nature of the business. 

2 . The special type of work it will do. 

3 . The general attitude of the organization to¬ 

ward its market. 

The board of directors, it should be remembered, 
is responsible not for the supervision and control of the 
organization, but for its administrative direction. It 
is, therefore, in a position to determine those policies 
which finally affect the entire business but which are 
not tied up closely to its technical direction. For this 
reason it should be composed of sound businessmen 
with a wide knowledge of economic trends—men 
who are qualified to formulate a basic course of action 
in accord with general business conditions. 

To this board the general manager, assisted by his 
department heads, is able to bring specialized knowl¬ 
edge about the trade situation in the field in which the 
corporation is operating and information as to the 
practical working out of the policies that are under 
consideration. In this way a proper balance is obtained 
between the general and the specialized knowledge 
which are mutually necessary in policy formation. 

THE corporation’s MAJOR POLICIES 

When it comes to the major policies, they should 
be formulated in part by the board of directors and in 
part by the president with the aid of the general 
manager and his chief executives. The major policies 
which should receive their final sanction from the 
board are the following: 

Those which involve extensions and large capital 
investments. 
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Those which have a direct bearing on the general 
policies. 

In some corporations there is a regrettable tendency 
for the board to extend its control beyond those 
limits. This is dangerous, for it withholds from the 
general manager full power to formulate major policies 
which he should be permitted to formulate. The board 
is, in effect, taking an active part in the management. 

Now, management is the job of the manager, and 
when you have more than one head functioning on the 
job, you find there is confusion, with no real operating 
head at all. You cannot hold the general manager 
responsible for the proper operation of the business 
unless he has full authority, without consulting the 
board of directors, to select those methods he believes 
are best for him to use. It is the right of the general 
manager to have such authority and it is his duty to 
use it. 

The value of the major policies depends in large 
measure upon the manner in which the management 
formulates and selects them. If the manager’s decision 
is purely a personal one, even though he has all the 
contributory data in his possession, the policies are 
certain to reflect merely his own point of view. 
There is a strong likelihood that he may favor partic¬ 
ular departments in which for one reason or other he 
may have a personal interest. 

Nor is that all. Unless the manager is a most un¬ 
usual man, with an extraordinary capacity for detail 
and an intimate understanding of the intricate work¬ 
ing of each department, he will not be able to ap- 
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predate fully the effects of a particular policy on 
all the departments upon which it may have a bearing. 

The safest procedure is for the general manager 
to select all major policies in conference with an 
executive board composed of his department heads. 
In this board each executive should be held responsi¬ 
ble for the presentation of policies which chiefly 
control his department. The major sales policy should 
be presented by the sales manager, the credit policy 
by the credit manager, and so on. 

Thus the specialist in charge of each department has 
an opportunity to discuss fully every policy which is 
suggested, in the light of the effect it will have on his 
own department. The final decision, however, should 
be made by the general manager. Only in this way is it 
possible to have a sound, coordinated set of policies, 
each supplementing the other but each absolute in its 
own special field—a set of major policies which the 
executives may follow with confidence. 

FORMING DEPARTMENTAL POLICIES 

A similar procedure should be followed by each 
departmental head in formulating the departmental 
policies to direct the running of each department. 
He should formulate it in conference with his chief 
assistants. Thus, a harmonious, synchronized group of 
policies is arrived at, based upon the specialized and 
detailed knowledge of the various members of the 
department. 

In any department there are sharp differences of 
opinion as to methods of operation and responsibility 
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for various functions—differences which often hamper 
the department’s efficiency. Such a method of for¬ 
mulating policies, however, tends to smooth out the 
wrinkles. 

While the department head should have full and 
complete responsibility for his own departmental 
policies, it should be pointed out that there always is 
danger that the department may become over¬ 
specialized, that departmental interests will be 
magnified and stressed to the hurt of other depart¬ 
ments or of the organization as a whole. Provision 
should be made, therefore, for a periodic review of 
departmental policies by the executive council— 
the manager and the department heads—in order to 
determine their relation to the structure of the organ¬ 
ization. Thus the business will be kept in balance, and 
the aggressive executive will not be able to edge over 
and assume more authority than belongs to his 
department. 

TESTING THE POLICIES 

No matter how much pains have been taken in 
formulating policies, they never should be considered 
as final and perfect. You must watch their operation 
carefully in order that you may be able to make 
changes to suit conditions which you previously had 
not taken into consideration. The testing process 
should go on continually, and it should be under the 
close direction of the executive in charge of the de¬ 
partment chiefly concerned with the policy. 

As satisfactory a way as any to test a policy is to 
hold meetings from time to time of those persons 
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concerned directly with the enforcement of the policy. 
On these occasions have reports presented to show the 
findings of special investigators and the results of 
analyzing the problems which have arisen in connec¬ 
tion with the operation of the policy. This is espe¬ 
cially valuable in connection with those policies that 
have to do with innovations or departures from estab¬ 
lished procedure. 

Such thorough investigation and study make possi¬ 
ble sound decisions on the value of a policy and the 
limits within which there may be deviation from it 
without executive approval. In this way policies are 
being improved all the time and adapted to changing 
conditions. As a result, even in the case of a major 
policy, nothing less than a change in principle requires 
the attention of the general manager and the executive 
committee. 

Among many businessmen there is a tendency to 
abandon any policy that does not produce the results 
they had expected. Unsatisfactory results alone, 
however, are not necessarily sufficient evidence for 
scrapping it. Investigate further, and, while you may 
find that the policy should be discarded or revised, 
you may find, instead, that it is not the policy itself, 
but the method of carrying it out that is at fault. 

No policy can be of real value unless it is followed 
consistently throughout the organization. No policy 
can work successfully when the facilities for putting 
it into practice are inadequate. When a carefully 
planned policy, then, fails to meet the standard 
of performance that had been set for it, investigate 
thoroughly to see if it has had a fair test. Among the 
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questions to which you should seek answers would be 
such as the following: 

Is the entire personnel thoroughly informed as to 
the meaning of the policy ? 

Have the workers received all the instruction 
necessary for carrying it out ? 

Have they all the equipment they need ? 

Are there adequate checks to insure that the 
policy will be maintained and applied in all 
situations ? 

Unless there is an affirmative answer to all such 
questions, there need be no surprise that the policy has 
failed. 


ENFORCING POLICIES 

There is many a businessman who will tell you that 
his difficulty lies, not in establishing policies, but in 
having them carried out successfully. He is inclined 
to blame his employees. More often than not, the 
cause lies in his own negligence. 

It is not enough to have definite policies. They 
must be presented in tangible and understandable 
form to those who are responsible for carrying them 
out. They must be brought to their attention not once 
only; they must be presented constantly. In handling 
the multifarious activities of his daily work, the 
businessman is inclined to forget fundamentals. 
He must be continually reminded. 

Naturally, the administrative and executive heads 
who formulate policies govern their own actions in 
accordance with them. But their interpretation must 
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be passed on to department heads and superin¬ 
tendents, too. A good way to do this is to have meet¬ 
ings directed by the general manager, where the 
policies may be discussed in the light of recent 
experience. In this way, the manager’s ideas of the 
work are passed on to all those who come in direct 
contact with him, and these, through the discussions, 
gain accurate policy information. 

Nor is it sufficient that only these must have their 
actions in conformity with company policy. After all, 
it is the great mass of lesser employees—the operators, 
the clerks, and the salesmen—who represent the 
company to the public. It is by their acts that the 
public understands or misunderstands the company 
policies; it is through their efforts that the policies 
succeed or fail. 

This army of minor employees, however, is far 
removed from the direct influence of the executives 
who dictate the policies. Nevertheless, it is highly 
important that everyone, down to the office boy, 
be imbued with the spirit and letter of the policies 
under which the organization is operating. This 
means that each employee must understand thor¬ 
oughly the details of those policies as they apply to 
his own work. 

EDUCATING THE PERSONNEL 

Upon the executive rests the responsibility for 
educating the workers as to the company’s policies. 
If the executive has an advisory committee, he has a 
group which not only can inform him regarding the 
policies, but which can also spread policy information 
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among other members of the department. If the works 
manager, for example, has an advisory committee of 
foremen, they can do much to put into effect the 
major production policy, as well as the policies of their 
several departments. 

To have the sub-executives and foremen give 
individual instruction to the workers on the job has 
been found to be the one best method of getting the 
employees intimately acquainted with the policies. 
Meetings in charge of the department head can pre¬ 
pare the sub-executives and foremen for this task. 
At these meetings the application of the policies can 
be discussed and the foremen can get a uniform view¬ 
point as a basis for instructing their workers. 

As a foundation for this work, it will be helpful to 
have a conference of all employees, or, in the case of 
a large corporation, a series of conferences. Here the 
president or the general manager can present the 
fundamental policies with a clear, frank explanation 
of why they were adopted. Coming from the head of 
the business, himself, this explanation usually carries 
considerable weight with the workers. 

In making such a presentation, reduce the policy 
group to a few clearly expressed fundamentals which 
can be readily grasped by the employees and which 
also can later be interpreted in greater detail by the 
executives and foremen. 

This same principle holds true for the workers’ 
manuals, which should be mentioned at this time. 
The manual should include a presentation of company 
policies. It should be made clear that detailed infor- 
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mation can be obtained from the appropriate 
executive. 

Manuals preferably are distributed to the workers 
at the conference. At the time, the president or the 
general manager should emphasize the necessity of 
strict adherence to the policies and to the manual 
of instructions, deviation being permitted only with 
the consent of the executive in charge of the work. 

The general meeting should be followed by meet¬ 
ings from time to time, preferably at regular intervals, 
of the workers in the various divisions, departments, 
branches and shops, where detailed explanation can 
be given of their part in carrying out the policies. 

Other methods of policy instruction can be used to 
advantage in connection with various activities of 
the business. There is, for example, the educational 
program, well suited to explaining and interpreting 
policies, as well as to other kinds of instruction. 
Some large corporations, such as the Standard Oil 
Company, the International Business Machines 
Corporation, the Curtis Publishing Company, and the 
General Electric Company, maintain regular corpora¬ 
tion schools for the benefit of their employees. Other 
companies carry on limited educational programs with 
classes or lectures. 

There are still other means of presenting policy 
ideas to employees. One is the company publication. 
Another is the bulletin board. The company paper can 
be made valuable in this connection, if it is interesting, 
for it can aid in policy enforcement through recogniz¬ 
ing commendable individual instances of applying 
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policies, special announcements concerning policies 
can keep up workers’ interest. 

By such means as these, aid and strength are given 
to the policies in their direction and control of the 
organization. After all, while sound policies are 
necessary, they are of little use unless they are fol¬ 
lowed faithfully and completely. 


66 



♦ ♦To POSSESS a set of sound 

and stable policies for your business, these 

steps should be taken: 

1. Analyze the one “big idea” behind it all to 
make sure it is sound. 

2. Draw up a set of standards of conduct to 
which you will adhere throughout the life of 
the business. 

3. Define carefully just what service you will 
give and to what sort of people it will be given. 

4. Formulate the lines of action to govern the 
internal operation of your organization. 

5. Formulate your specific attitude toward out¬ 
siders with whom you have contact. 

6. Work out detailed procedures for every 
department. 

7. Keep the entire personnel of the organization 
Intelligently and sympathetically informed 
of the principles controlling their activities. 

8. Test the policies constantly to see whether 
they are proper policies and whether they are 
being followed properly. 

♦ ♦ ♦ ♦ 
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<tA T^ersonnel 'Policy ^oblem 


A HIGHLY important factor in the organ- 

^ ization of any business is the adoption 
of an adequate employee relations policy. 
Two purposes are served; 

1. It is a consistent guide to the 

management and the executives 
in their attitude toward em¬ 
ployees. 

2. It is a means of encouraging the 

employees through acquainting 
them with the treatment they 
may expect from the manage¬ 
ment. 

Assume that you are drafting an em¬ 
ployee relations policy for a large manu¬ 
facturing and selling organization. How 
would you word it ? 

After you have reduced your policy to 
writing—and not until then—turn to 
page 291 and read an employee relations 
policy that has proved successful in a 
nation-wide corporation. 
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II 


Specialised Functions 

TF you were to set down on an orderly chart, the 
tangled functions of many a vast and sprawling 
business, you would find it bearing a striking re¬ 
semblance to the map of the Borough of Brooklyn. 
That most populous part of the largest city in the 
western hemisphere, known in the days of its inde¬ 
pendence as the “City of Churches” and at a later 
date as the “bedroom of New York,” is indeed a 
famous and beloved place, but it is said to be haunted. 

Rumors there are that ever and anon you may see 
hollow-eyed men and women tottering about looking 
for street addresses. For years they have been search¬ 
ing, running down one clue after another, and, every 
once in a while, finding some addresses that are al¬ 
most, but not quite like the addresses they seek. 

They start off briskly along a street that runs west 
and presently they find themselves headed north. 
They keep on one street that runs straight as an 
arrow, until, glancing at a signpost, they see it bearing 
a totally different name. I’hey find South Fourth 
Street off in the Williamsburg section in the northern 
end of the borough. West Fourth Street away off in 
Coney Island at the southeast end of the borough, 
East Fourth Street over in the Flatbush section. Bay 
Fourth Street down Gravesend way, and just plain 
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Fourth Street in South Brooklyn. And each of 
those Fourth streets is separated by many miles 
from every other Fourth Street. 

They mutter to themselves, these feeble wrecks 
that once were as handsome as you or I, and still they 
totter on, hoping against hope that some day they 
will find the streets and numbers they are looking for. 
They are suspected of being crazy. This suspicion 
arises from the belief that no person in his right mind 
would try to find his way about in Brooklyn. 

ORGANIZATION BY EVOLUTION 

Look at a business organization that is losing money 
without knowing why, and you will find that it is as 
planless as baffling Brooklyn. It is split up into a 
number of unspecialized departments which in some 
places overlap each other and get in each other’s 
way, and in other places fail to meet each other and so 
leave gaps in the business that are not covered at all. 
Inefficiency, lost motion, and waste of time, energy, 
and money pervade the entire organization. 

There is a natural explanation for their being that 
way. Just as the Borough of Brooklyn resulted from 
the growing together of isolated villages—Flatbush, 
Bushwick, Bay Ridge, East New York, and all the 
rest—each with a street plan all its own, so the busi¬ 
ness organization has grown by the branching out and 
meeting of separate functions. The average business 
does not follow a well-drafted, sharply delineated, 
predetermined plan; it takes the shape it does because 
the pressure of immediate necessity has warped it here 
and bulged it there from time to time. 
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Business has developed swiftly in this couhtry. 
Enterprises have grown and multiplied astoundingly, 
becoming bigger and more complex with every effort 
to meet demands for more and more goods to satisfy 
the larger wants of the consuming public. The grow¬ 
ing process has been wholly evolutionary and 
opportunistic. 

In the beginning, all authority and responsibility 
in the average business organization rested with the 
organization’s head. As the business increased in 
size, there was a mathematical subdivision of work 
into unspecialized departments. This specialization 
was done on the basis of the men who would do the 
work, and not on the basis of the work to be done. 
The distinction is an important one. 

The head of the business, however, remained the 
dominating force, and it was he who coordinated all 
activities through detailed instructions. The time 
came when the organization was too large for his 
personal supervision, so he was obliged to delegate 
the control of certain functions to subordinates. 
Again he made his subdivision on the basis of the 
personal capabilities of the man, without any regard 
for his other duties. 

The weakness of that procedure lay in the fact that 
very often one man was given various unrelated and 
conflicting duties; in other cases the same duty was 
delegated to two different men. The allocation of the 
new duties was largely a matter of convenience; 
added duties were assigned to a man, not necessarily 
because he was the one best fitted for the work, not 
because he was in charge of the department in which 
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the function naturally would fall, but because he 
seemed to be the man who had the most time to take 
care of it. Sometimes it did not seem possible to fit 
the new function into the existing organization, so a 
new department would be created, irrespective of the 
nature of the work. 

From this catch-as-catch-can procedure, three evils 
resulted: 


1. Useless multiplication of departments 

2. Duplication of work 

3. Inefficient performance 

The useless multiplication of departments and 
individuals reporting directly to the general manager 
made it impossible for him to supervise all of them 
adequately, and, at the same time, hold the broad, 
over-all attitude and overlook essential to his position. 
The duplication of work, because of conflicting author¬ 
ity, was attended with high costs of operation. 
Inefficient performance of functions followed from the 
illogical distribution and grouping. These evils are 
still with us in many places. 

ORGANIZATION BY PLANNING 

In almost every field except that of business, the 
average man will recognize the importance of func¬ 
tionalization. He will admit, for example, that the 
general function of an automobile is to go places, and 
that its various parts have functions contributory to 
that end. It is the function of the wheels to carry the 
car, of the motor to generate power, of the gears to 
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transmit the power, of the shaft to propel, of the 
steering apparatus to guide. He readily will agree 
that it is necessary to have the direction and control 
of the car centralized in one position, with separate 
parts to perform the specialized functions of steering, 
generating, transmitting, and propelling. 

Now, just as in the automobile, so with the business 
organization. The utmost in efficiency and coordina¬ 
tion is secured when each necessary function is 
assigned to a certain part which is properly fitted to 
perform it, with all the related functions under a 
single direction and control. 

As this truth dawned upon business leaders, efforts 
were made to rearrange business setups along more 
reasonable lines. At first, such efforts took the form 
of personnel analyses. This resulted in the tendency 
to centralize employment in the hands of one official, 
who became merely an expert in picking men. The 
efficiency of the organization as a whole and of the 
various departments, however, did not increase 
materially. 

Next job analyses and classifications were tried. 
This was a sort of half-baked functionalization by 
which the requirements of a particular position were 
determined, and all positions of a similar character 
were classified into zones. This was a step forward, 
but, because it placed emphasis on the wrong sorts 
of things, it was not very successful. 

As we have learned more about real business funda¬ 
mentals, we have come to see that the true need is for 
an analysis of the entire business to provide us with a 
clear idea of two things: 
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First, the functions of the organization as a whole. 
Second, the proper activities of the several parts 
of the organization. 

Only when our preliminary emphasis is upon 
functions and not upon persons, can we build for 
lasting results. 

WHAT FUNCTIONALIZATION IS 

Functionalization is the fundamental require¬ 
ment of scientific business organization that all the 
proper functions of a business be recognized, be 
given a status, be combined where they are similar 
or complementary, and be placed under the direc¬ 
tion, supervision, and control of properly qualified 
executives who have only one function —or only a 
few similar functions—to perform. 

THE FUNCTIONALIZATION PROCESS 

The first step is to analyze the various types of 
functions in the particular business, and the second 
is to group them logically into workable divisions. 
You begin by separating the three kinds of functions. 
They are: 

Administrative functions 
Executive functions 
Staff functions 

The administrative functions are those which are 
concerned with the business as a whole. The executive 
functions have to do with the efficient operation of the 
various specialized divisions in relation to their 
position in the organization. The staff functions 
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comprise specialized planning and control for the 
whole organization. As we go into this further, keep 
in mind that it is kinds of things to do that we are 
concerned with in this chapter, rather than kinds of 
people to do them. 

ADMINISTRATIVE FUNCTIONS 

The administrative functions include two things: 

1. A continuing study of general economic and 

trade conditions in their bearing upon the 
whole business. 

2 . The formulation of policies in the light of 

these investigations and of current infor¬ 
mation. 

Some of the administrative functions are per¬ 
formed by the board of directors. These include the 
establishment of the purpose of the business, and the 
formulation of certain basic major policies. Most such 
functions, however, are performed by the president 
or the managing director. He performs the more 
detailed administrative functions and initiates most 
of the measures that come before the board of 
directors. His task is to keep the business in harmony 
with external factors that affect its operation. 

EXECUTIVE FUNCTIONS 

To carry into effect the aims and purposes of the 
administrative functions, we have the executive 
functions. They are concerned primarily with the 
specialized direction, supervision, and control of both 
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the various functional groups and of the efforts 
within the groups. Executive functions include: 

The provision of equipment, material, and 
supplies. 

The development of personnel. 

The planning of work. 

The direction of activities. 

The selection of methods. 

The checking of results. 

Such functions are centralized under the direction 
and control of the general manager or chief executive, 
and are performed by the various heads of depart¬ 
ments with the aid of their subordinates, to whom 
the department heads have delegated part of their 
authority. 

Executive functions are of two types: 

1. Accessory functions. 

2 . Operative functions. 

The accessory functions assist in discharging the 
primary functions of the organization. They are not 
contributory directly to the main purpose of the 
business, but they comprise activities which must be 
carried on in order to fulfill the main purpose. 
Ordinarily they would not be classified as part of the 
business, for they represent independent lines of work 
which the organization has engaged in because of 
necessity or convenience. 

The operative functions are connected directly 
with the primary functions of the business and 
actually put them Into effect. They take up a com- 
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plete outline of the work which has to be done 
in connection with production, sales, or general 
administration. 

GENERALS AND SPECIALISTS 

There are a number of advantages obtained by 
separating the administrative and executive func¬ 
tions. The chief ones are the following: 

You facilitate the dissemination of the general 
and specialized knowledge needed in the 
business. 

You secure for the administration the same 
advantages of specialized direction as are 
found in specialized operation. 

You make it possible to centralize administration 
in a way that insures coordinated operation. 

Rarely do you find a man who possesses both a 
broad business outlook and the specialized knowledge 
of all executive functions. This is because activities 
keep him constantly under pressure, because modern 
business demands so much specialized knowledge, and 
because the economic structure is so interdependent. 

So it is that the administrative functions are 
performed by men who have a general knowledge of 
economic and trade conditions, while the executive 
functions are exercised by specialists in the various 
lines of work under the direction and control of the 
chief executive. The sales manager, the production 
manager, and the comptroller could not take each 
other’s places, nor could one of the administrative 
heads take the place of anyone of them. 
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Administration is creative and constructive; execu¬ 
tion is directory and supervisory. They are as differ¬ 
ent as the functions of the architect and the builder, 
both of whom are engaged for the construction of 
the same building. Administration, therefore, is 
recognized as a field of activity distinct from owner¬ 
ship on the one hand and from operation on the 
other. It calls for a special type of training and a 
special type of personality. We need centralized 
administration to fuse the various factors of an 
organization in effective concerted action. 

STAFF FUNCTIONS 

The staff functions have for their purpose the 
coordination and control of the administrative and 
executive functions. They exist because of the 
necessity for concentration on certain activities, free 
from the problems of administration and execution. 
These staff functions are advisory activities. 

They do not include the establishment of policies, 
the making of decisions, nor the carrying out of 
working instructions. Their interests have to do 
primarily with the control of legal, fiscal, and public 
relations, and secondarily, through research and 
analysis, with the control of production, sales, 
organization, and facilitation. 

SUBDIVIDING AND COMBINING FUNCTIONS 

To functionalize a business, you must start with a 
clear understanding of what the administrative, 
executive, and staff functions are, and you must 
carry this understanding throughout the organiza- 
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tion. In each executive division it is necessary to 
subdivide the work into numerous departments. In 
each department you must subdivide it into groups. 
Each group must be subdivided into units. It must 
even be still further subdivided into definitely 
established duties of individual men and women. 

You take all the men and all the equipment 
engaged in an operation characteristically different 
from all other operations, and you group them 
together under a single head. You take all similar 
functions and trades and combine them into one 
department. In that department you make a still 
further subdivision according to processes, profes¬ 
sions, trades, equipments, and types of labor. 

To be still more specific, suppose you have a meat¬ 
packing corporation. You divide it into six main 
divisions, as follows: 

Construction 

Purchasing 

Operating 

Selling 

Transportation 
General Administration 

Each of those divisions has a function very distinct 
from the functions of any other division. Each has its 
own purposes, its own problems, and its own head. 
Now take one of those divisions—Operating, for 
example. You divide it into six main departments, 
like this: 


Facilities 

Slaughtering and Meat Preparation 
By-products 
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Other Products 

Shipping 

Administration 

Each of these has its own purposes, methods, and 
types of work and equipment. 

You subdivide still further. In the Slaughtering and 
Meat Preparation Department, for example, your 
division and classification of functions is as follows: 

Beef killing 
Beef cutting 
Beef pickling 
Boiled ham 

Mutton, killing and cutting 
Pork packing 
Pork curing 

Fresh pork, killing and cutting 

Sausage 

Smokehouse 

Veal, killing and cutting 

Lard 

In all this process of subdividing functions, it is a 
rule that all similar and related functions be placed 
under the direction, supervision, and control of a 
single, properly qualified person. How many and what 
kinds of functions one man can handle depends upon 
a number of factors—how big the business is, how 
complex and how important are the functions, and 
how much knowledge and ability are required to 
handle them. But it is only by recognizing the func¬ 
tions separately that you can apportion the authority 
and responsibility for them according to the men you 
have or can obtain. 
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Thus, when you functionalize a business, you have 
two ideas in mind: 

1. To separate the business into its various 

functions. 

2 . To group those functions according to type, 

combining into departments those functions 
which are complementary, so that each de¬ 
partment contains all the factors necessary 
for its operation. 

Each group of persons must be under one person. 
He may subdivide as he finds necessary, but he must 
have in his hands the direction of all the functions 
that are related. Only in that way can there be com¬ 
plete control and coordination. 

FUNCTION AND PERSONNEL 

It is a common error to confuse functions with the 
people who perform them. Many a business executive 
has tried to solve the problems concerned with the 
various functions of his organization by means of 
a chart which is nothing more than an orderly group¬ 
ing of the members of the organization. He finds they 
cannot be solved in that way. 

You must realize that there are two separate and 
distinct problems. One of them is functionalization, 
which means organizing the things to be done. The 
other is management, which means placing the proper 
man in the proper place to do those things. The func¬ 
tions exist regardless of the man power you have with 
which to do them. 
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This is not a mere academic distinction. The value 
of recognizing and segregating the functions is that it 
shows exactly what men are needed. In an analysis 
of an organization, it is not of outstanding importance 
to the manager to know that John Smith is tending 
Machine No. B76. What he must know, however, is 
that there is such a necessary function as operating 
Machine No. B76, and that this function, along with 
similar functions, should be placed under the direc¬ 
tion, supervision, and control of some one head—such 
as the shop foreman—and that definite provisions 
must be made for operating Machine B76. What 
operator is to run machine B76 is not a question of 
organization; it is a question of management. First, 
you must determine the functions of the business, and 
then, and then only, you must find men who can fit those 
functions. 

All business organizations, naturally, cannot be 
functionalized alike. Functionalization does not imply 
the use of any one standardized plan in dividing the 
work of your concern. It means the application of 
certain general principles which have been found to be 
adaptable to all businesses. With these principles, 
the division, grouping, and assignment of functions 
will be done in the way most logical and practical in 
the particular case. 

As business becomes larger and more complex, and 
as its tempo quickens, the need for functionalization 
increases. Production on a large scale makes it neces¬ 
sary to delegate responsibility and authority. To do 
that, you must have a scientific distribution of work. 
Division of work—and this entails a host of factors, 
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such as supervision and instruction—can produce its 
maximum results only when the division is made 
according to functions. 

Then, too, each integral part of any large organiza¬ 
tion is trying to secure stability, flexibility, and per¬ 
manency—trying to secure them by means apparently 
in conflict with the other parts. Functionalization 
harmonizes these efforts, and in doing so, creates not 
only a better working organism as a whole, but better 
working parts. It builds a well-balanced, thoroughly 
coordinated organization. 

LARGE-SCALE ORGANIZATION 

It is manifestly impossible for one man to have 
direct control over all the functions of the modern 
large business unit, or over even a substantial part of 
them. To have real concentration on each particu¬ 
lar part, it is necessary to divide the work. But 
how? 

The most logical way is to divide the organization 
into all its functions, and then group those which are 
similar or complementary under men who are qualified 
to direct and control the work. In this way you 
have in every department all of the elements neces¬ 
sary to carry on a complete operation. 

At the same time, departmental operation is 
simplified. Duplication of effort and too-great empha¬ 
sis on one phase of the work at the expense of the 
others, which are likely to creep in when a business is 
allowed to evolve of itself, are avoided by this proce¬ 
dure of conscious segregation and combinadon of 
functions. 
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When you come to delegate authority to direct and 
control definite work, your selection is determined 
naturally by the logical units of activity. Were you to 
have authority and responsibility not in accordance 
with definite functions, you inevitably would have 
discord between executives and conflict in their work, 
and responsibility would be shifting arbitrarily. 

Proper functionalization requires that you define 
closely the duties of each part of the organization. 
The executive in charge of any particular part of the 
organization, whether it is a major subdivision or a 
minor one, is in complete control of his own field. 
He has authority to direct its operation, and he is 
responsible to a definite superior for results. 

Cooperation thus is made possible automatically, 
and the neglect that arises from indefinitely placed 
responsibility is prevented. Likewise, with such 
conditions, a worker is not able to excuse carelessness 
or faulty workmanship on the ground that he was not 
instructed to do a certain kind of work. Each man 
knows what he is responsible for and to what man he 
is responsible. There can be no opportunity for what 
has become known as “passing the buck.” 

GETTING MAXIMUM RESULTS 

Probably no other single factor looms so great in 
getting the maximum of results out of your corps of 
workers as does functionalization. Its advantages are 
of two kinds: 

I. Advantages derived from specialization of 
effort. 
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2 . Advantages accompanying specialization of 
task. 

By specialization of efort is meant one person’s 
concentrating on a particular function or group of 
related functions. Specialization of task is reducing the 
scope of the work, so that it embraces only a small 
stage of the entire process; usually it is the repeated 
and continued performance of a few related motions. 

SPECIALIZED EFFORT 

Because they realize the advantages of specialized 
effort, business organizers see that there are distinct 
fields of specialized control of such separate functions 
as these: 


—accounting 
—finance 
—selling 
—production 
—standardization 
—planning 
—routing 
—scheduling 
—purchasing 
—research 
—facilitation 

By concentrating specialized knowledge in ad¬ 
ministrative and executive positions through such 
divisions, you effect the greatest degree of economy. 
You develop within the organization a corps of 
experts, each one of whom becomes more proficient in 
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directing his own particular work than he would be if 
he spread his energies over a wider field. At the same 
time, you provide a group of specialized executives 
who can act as an advisory staff to the head of the 
business. 

Specialization of effort according to function is a 
great help, also, in solving personnel problems. When 
you have a definite recognition of each function, you 
are better able to match the requirements of the task 
with the abilities of the worker. You can have each 
particular job filled by the one available man who is 
best able to fill it. 

Where you have no clearly marked-out special¬ 
ization of effort, you sometimes may find it impossible 
to discover a man possessing the miscellaneous knowl¬ 
edge and talents necessary for handling all the 
scattered functions over which you seek to place him. 
By concentrating on one function or on only a few 
related functions, however, you will make your 
problem of finding and training a man to fill the job 
relatively simple. 

SPECIALIZATION OF TASK 

A task is specialized by narrowing the scope of the 
work done so that it covers only a small part of the 
entire process. Such specialization has a number of 
advantages, to wit: 

It makes it possible to put into effect time and 
motion studies and to establish accurate 
standards. 

It allows you to measure performance better, and 
reduces the knowledge and ability required. 
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The effect of this is that you can give to less 
intelligent and less skilled workers an op¬ 
portunity to do work which formerly demanded 
a much higher grade of labor. 

It permits the substitution of machinery for 
manual labor. This it does by narrowing the 
single operation down to a few repeated 
motions. The effect is a more economical 
performance. 

These functions, it is apparent, mark the separation 
of planning from doing. They are deserving of the 
attention of experts who can do the brainwork neces¬ 
sary, leaving the worker free to concentrate on the 
task set before him. Functionalization is concerned 
with the controlling or governing of conditions which 
enter into each of the tasks. 

DEFINITE WRITTEN INSTRUCTIONS 

By specializing efforts and tasks according to func¬ 
tions, you get the factors necessary to permit you to 
issue definite written instructions. Where you have 
task specialization, you standardize work and deter¬ 
mine the sequence of operations which constitutes 
“the one best way” to do the particular task. You 
fix, almost automatically, the particular requirements 
of each operation and the exact procedure to be 
followed. Thus, you have all the information you 
need to formulate comprehensive and detailed 
instructions. 

With effort specialization, you develop trained 
specialists with expert knowledge of each function. 
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These specialists constitute a group of men well 
qualified to reduce their knowledge to writing. 
Instructions can thus be reduced to writing which will 
be easily understood by the workers, and their work 
will be done along uniform lines. 

Definite and comprehensive instructions are neces¬ 
sary, but do not attempt to issue them until you have 
first specialized efforts and tasks according to func¬ 
tions. Otherwise, confusion of activity would make it 
impossible to determine the particular requirements 
of each particular function or to discover the best way 
to perform it. 

THE ESTABLISHMENT OF STANDARDS 

The standard of performance is the measure of 
efficiency in an organization. It follows directly from 
functionalization. 

A standard is a level of accomplishment which 
should be reached in any particular activity. To be 
accurate, it must be arrived at scientifically. It is so 
arrived at by segregating and delimiting the activity 
and developing a standard way of performing it, so 
that the degree of efficiency to be expected can be 
fixed with accuracy. 

A particular standard can apply to only one 
particular type of work. For this reason, it can apply 
only to that particular division of the business—such 
as a department, a sub-department or a group— 
which is handling that work. This division, there¬ 
fore, must be defined clearly and its activity analyzed 
independently. It is by functionalization that you 
get a logical separation of activities of your organiza- 
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tion into clearly defined divisions for which you can 
formulate standards of performance. 

BALANCE AND STABILITY 

Permanency and stability of your organization are 
furthered by functionalization. When you have 
recognized, in the primary functions, the purpose of 
the business, you become immediately aware of any 
deviation from your fixed purpose. Where you deter¬ 
mine, in the accessory and operative functions, all of 
the proper activities of the organization, it will not be 
possible for any part of the work to be neglected. 
With all departments and sub-departments clearly 
distinguished and placed under the direction and 
control of a capable head, you are assured that 
each unit is adequately taken care of. 

Then, too, you have balance within the organiza¬ 
tion. Balance may be said to be such coordination of 
parts as will operate with the highest result and with 
the least effort or friction. To have balance, it is neces¬ 
sary that no part be overemphasized or underempha¬ 
sized; no part must be slighted because of stress upon 
another. 

Often you will find a general manager who is 
especially interested in some one department. In 
making it his speciality, and in devoting particular 
attention to it, he neglects other activities. Unless 
there is some counteracting influence, the whole 
business organization is thrown out of balance. 

Functionalization provides the counterweight. It 
places the direction and control of each function in 
the hands of specialists, and each of them is more 
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able than the. general manager to handle the details 
of operation. Each activity is thus equally represented 
in the counsel and advice which these specialists give 
to the president and the general manager. Since each 
executive emphasizes his own division, none are 
neglected. 

In every large organization there are energetic 
men who have a tendency to assume power without 
being authorized to do so. They edge over and take 
under their own jurisdiction some of the functions 
that rightfully belong to someone else. In attempting 
to regulate the operation of every other department so 
as best to help his own, a forceful executive may upset 
the balance of the whole organization. Where func¬ 
tionalization definitely limits the scope of each 
executive, however, this is not possible. 

Merely to establish balance is not sufficient. Vigi¬ 
lance is needed to preserve it. Especially in big organ¬ 
izations where there are many employees and a fine 
subdivision of labor, you must have some means of 
making sure that proper attention is being given to 
each part of the work at all times. 

The comprehensive and continued supervision 
that you exercise may be over either of two factors: 

1. Over the men, or 

2. Over the functions. 

Superficially, it might seem that the supervision 
should be exercised over the men. You must re¬ 
member, however, that the workers constantly are 
changing, while the functions usually remain the 
same. The functions, therefore, definitely recognized 
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and segregated, provide a stable foundation upon 
which to base supervision of the organization. What 
you want to know is not: how well is John Doe work¬ 
ing, but how well is John Doe’s part of the work being 
done ? 

FLEXIBILITY IN THE STRUCTURE 

Changing conditions, both inside your organization 
and out of it, constantly are tending to throw your 
carefully set-up structure out of balance. Your 
functionalization, then, while it must, above every¬ 
thing, be stable, must also permit a shifting of 
emphasis on different activities to meet altering 
circumstances. It must be flexible. This it can be, if 
you provide in the functions definite workable 
divisions which you can shift, without confusion, to 
preserve balance under the changed conditions. 

An advantage of being able to shift functions easily 
makes it possible for you to use to the best advantage 
the knowledge and ability you already have in your 
organization. Every function must keep operating 
if your business is to keep on operating, and each 
function requires a special type of qualifications in 
the personnel. When conditions change, making it 
necessary to lay more stress on one particular func¬ 
tion, it is not always possible to get the additional 
men you need. 

What you do in such a case is so to shift the func¬ 
tions that the specialist in charge of the newly 
emphasized function is left free to devote all of his 
time to it. All other work over which he has direction 
and control is transferred to some other head. For 
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example, the financial manager also has charge of 
accounting. Conditions become such that it is neces¬ 
sary to place especial emphasis on finance. You 
relieve him of the care of accounting and let him give 
his whole attention to working out the solution of the 
pressing financial problems. 

In this way, you do not merely tell the executive to 
stress one particular function; you give him the 
opportunity to do it by releasing him from responsi¬ 
bility for those which are less important for the time 
being. The functions from which you release the 
executive are not neglected, because you make 
adequate provision for their direction and control. 

Thus, by the rearrangement of activities, the 
knowledge and ability which you already have in the 
organization are adapted to the new conditions 
with a minimum of disturbance to the operation of 
the business. Functionalization, you see, results in 
flexibility without loss of balance. 

At this point a note of warning is in order. When 
you shift a recognized function, the authority and 
responsibility for its performance must go with it. 
The fact that it becomes of minor importance for a 
time does not lessen the necessity for centering, in 
the hands of the man to whom it has been shifted, 
the means for directing, supervising, and controlling 
it. Unless this is done, the shift will result in confusion 
of authority and responsibility, and will be in itself 
a cause for an unbalanced condition. 

PROMOTING GROWTH 

Functionalization makes for growth. Consider the 
case of a one-man organization. By extraordinary 
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ability and effort he builds it up and holds it together; 
without the help of specialists in any line, he himself 
directs and controls all its various complex activities. 
There comes a time when he is no longer there. No¬ 
body has been trained to carry authority and respon¬ 
sibility, nobody has the specialized knowledge needed 
for the position. Neither is there any competent body 
of executives capable of advising the new head of the 
business. The whole organization begins to fall apart. 

On the other hand, where you have the functions 
of the business clearly established, you have a per¬ 
manent foundation upon which to keep on growing. 
The division of activity makes it Impossible for one 
man to become utterly indispensable. For all the 
clearly defined duties, specialists are developed. 
Understudies can be trained. 

THE FUNCTIONALIZING PRINCIPLE 

Logical as the principle of functionalization is, it 
frequently has been opposed by business executives. 
They are reluctant to subscribe to the sweeping 
changes which functionalization might bring, and 
they point to failures which have resulted from various 
attempts to install “efficiency systems.” 

So-called efficiency systems have failed, it is true, 
but the failures did not invalidate the principle of 
scientific business organization. They resulted, for the 
most part, from a combination of two factors: first, 
that the man who installed the system was not suffi¬ 
ciently skilled in his chosen profession, and second, 
that he tried to fit a business to a system, rather than 
fit a system to a business. He was inclined to separate 
functions arbitrarily, regardless of such factors as 
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personnel, the evolutionary development of depart¬ 
mental duties, the peculiar characteristics inherent in 
the organization, or the divisional emphasis neces¬ 
sitated by the type of the business. 

It should be self-evident that no system of func¬ 
tionalization can be applied indiscriminately to every 
business. But the principle is applicable universally. 
That is simply this: the complete recognition of all 
the proper activities of a business, and the combina¬ 
tion of all those which are similar and comple¬ 
mentary into divisions, departments, groups, etc., 
each of which is easily within the scope of the knowl¬ 
edge, training, and capacity of a single individual. 

THE STEPS IN FUNCTIONALIZING 

In functionalizing any business, there are three 
logical and practical steps to be taken. They are: 

1. The analysis of the organization as it is 

operating at the time you start your study. 

2. The development and construction of a basic 

functional organization. 

3. The construction of the actual organization 

which is to be put into operation. 

In your analysis, you study the business as a whole, 
as well as its parts, with regard to the functions they 
are performing and the functions they should be 
performing to fulfill the purpose for which they exist. 
The purpose of a function is the fundamental con¬ 
sideration as to whether or not it is justified in being 
performed in any part of the business. 
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Having thus separated the functions, you make a 
scientific grouping of those which are similar, or 
complementary, into divisions and departments. In 
this step you give no consideration to the available 
personnel, to corporation inertia, or to any other 
influencing factor. Your idea at this stage is to secure a 
basically sound structure upon which you can build 
the final organization. 

Lastly, you construct the final organization. This 
will be a compromise between an absolutely scientific 
division of functions and the division which gives full 
weight to all the limitations that must be taken into 
consideration as you make a final division of functions 
and assign authority. 

THE PRELIMINARY ANALYSIS 

The first step in functionalizing a business begins 
with the primary functions. The real aim, the real 
reason for the business as a whole, must be clearly 
established before you can make your analysis. 
This aim is embodied in the primary functions, and in 
these the kind of service to be rendered, and the class 
of people to whom it is to be rendered, are the impor¬ 
tant items. These functions are the basic determining 
factors in segregating the activities of the business and 
combining them. 

It will be necessary for you to detect all of the 
necessary functions and their relationships to each 
other. This you can do only by a careful study of the 
activities in which your organization is engaged. 
Do they include all of the activities in which the 
company should be engaged in order to render fully 
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that service which is the foundation of its existence ? 
Do they include other activities which are not essen¬ 
tial for that purpose ? 

In this introductory survey you will learn not only 
all the intricate functions of the business, but you will 
learn also how the business grew. This understanding 
of its historical development is necessary for you in 
order that you may determine the organization’s 
inertia and momentum, both of which you will have 
to consider when you set about revising the organiza¬ 
tion’s structure. 

You will acquire also a knowledge of the man 
power available in the organization. This will be 
extremely important when you come to make the 
final division of duties. 

Through this preliminary survey you will obtain 
a definite basis for the combination of functions, and 
you will find many maladjustments which may make 
the rearrangement of functions necessary. 

By individual studies, you will determine the 
purposes and attendant functions of the people in 
each of the following five groups: 

1. The board of directors and the directors’ 

executive committee 

2. The president or the managing director 

3. The general manager or the chief executive 

4. The several executive departments 

5. The staff, individually and as a whole 

To start your study, draw up a rough organization 
chart, showing departments, personnel, and lines of 
authority as they exist at present. This will provide 
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you with two things: an acquaintance with the per¬ 
sonnel and a general view of the problem. It also 
would be well, at this point, to learn the reasons for 
the existing divisions of work. 

THE DIRECTORS* FUNCTIONS 

In any organization the function of the board of 
directors is to interpret the will of the stockholders 
as to the general nature of the business, the special 
type of service it is to give, and the general attitude of 
the organization toward the market and the public. 

In addition, the board is responsible for the general 
administrative direction of the business, although it is 
not responsible for directing, supervising, and con¬ 
trolling executive functions. It also is the duty of the 
board to formulate the basic policies affecting the 
organization as a whole, to select the people who are to 
have control of the business, and to review the results 
they accomplish. 

Usually, in this first study you will be interested 
only in determining whether or not the board and its 
executive committee have definitely established the 
general company policies, and whether or not they 
have advised the president and the general manager 
without interfering with their responsibility. 

Your best source of information for such facts will 
be the minutes of the board, assuming that the record 
has been kept fully. In some cases, unfortunately, 
the minutes do not give complete information but 
have been limited to proceedings of paramount im¬ 
portance. If you can get the complete record, how¬ 
ever, you probably will find that the board has taken 
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control of some of the operating activities which 
properly should be in the hands of the president or the 
general manager, and that the president and general 
manager are going to the board for instructions or 
opinions on operating matters. 

When you find that condition, you find the manage¬ 
ment disorganized. Having only a part of the control 
of the activities which are supposed to be in his hands, 
he is not able to coordinate operation. Unless you can 
eliminate this tendency of the board to take an active 
hand in executive direction, the reorganization which 
you are about to map out never can be fully effective. 

THE CHIEF EXECUTIVES 

When you analyze the functions of the chief 
executives—the responsible heads of the business— 
you see how impracticable it is for one man to try to 
assume the entire task of directing and controlling 
directly the whole organization. It is a job which 
looks two ways. 

On the one hand, it must keep abreast of economic 
and trade conditions in order to hold the business in 
harmony with external factors which have a bearing 
on its operation. It must be looking outward. 

On the other hand, it must select and coordinate all 
the various factors which enter into the internal 
operation of the business; it must direct, supervise, 
and control these factors In a way that will get the 
best results. It must be looking inward. 

The man who can look in two directions at the 
same time is a rara avis. The problems of external 
factors and those of internal factors are so diverse, 
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that they require different kinds of men—differing 
in types of brains, temperament, and training, and 
so, although both phases of executive direction are 
related, they really demand the attention of two 
individuals. Ordinarily, the president is in charge of 
external relationships, and the general manager of the 
internal. 


THE PRESIDENT 

The president, as the direct representative of the 
board of directors, is the administrative head of the 
business. Sometimes he is called the managing 
director. Here are his functions: 

—^He must see to it that the edicts of the board 
of directors are carried out. 

—He must represent the company in all public 
relationships. 

—He must formulate and interpret—in col¬ 
laboration with the general manager and the 
department heads—the major policies of the 
company. 

—^He must furnish general information on out¬ 
side conditions. 

—He must keep the organization in balance with 
general business and trade conditions. 

If the president is to be of value to the organizarion, 
he must free himself from detail, so that he can act as 
an advisor to the board and can correlate wisely 
social, economic, and technical ideas in major 
policies. 
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THE GENERAL MANAGER 

In every organism there is a natural tendency for 
the parts to jar away from each other as it moves 
along. Unless there is some binding, supervising, and 
controlling force constantly in charge, the organism 
soon becomes a loose-jointed aggregation of unrelated 
units. In astronomy, there are centripetal, centrifugal, 
and gravitational forces, working together; In busi¬ 
ness, the functions of the general manager. 

These are the things the general manager must do: 

—He must determine the structure of the 
organization. 

—^He must select the methods to be used. 

—He must select the executives to be placed in 
charge of the functional groups. 

—^He must keep the organization moving toward 
a definite goal. 

—He must correlate all factors of operation, 
acting as the balance wheel to see that each 
factor is given its due weight. 

—He must refrain from taking an active part in 
detailed management, except when a 
pronounced weakness in some depart¬ 
ment demands his close attention during 
reconstruction. 

—He must prevent the development of weak 
points in the structure, which he must keep 
running smoothly, with no parts overloaded 
or underloaded. 

In studying the functions of the general manager, 
you will want to know whether or not he Is doing all 
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those things. You also will want to be assured that, 
while he is doing them, he is keeping the operating 
functions of the concern coordinated with the external 
controls as they are outlined to him by the president. 

ANALYZING EXECUTIVE FUNCTIONS 

When you come to analyze the various executive 
functions, you find yourself confronted with your 
most detailed problem. Not only must you determine 
what all the executive functions are, and separate the 
accessory functions from the operative functions, but 
you also must analyze each executive function with 
respect to the results it is getting now in comparison 
with the results which it should be getting. 

It is more than simply segregating all the activities 
and combining the logical ones into groups. It com¬ 
prises, also, the whole scheme of interdepartment 
relationships, and with this you must take into con¬ 
sideration both securing coordinated individual ac¬ 
tion and enabling the general manager to perform his 
functions effectively. 

OVERCENTRALIZATION 

A fault which you are likely to uncover before you 
have gone very far is that of overcentralization of 
execution. You have a large number of departments, 
we will say, and they all report to the general manager 
directly, regardless of the character or the importance 
of their work. 

This fault is a natural result of unplanned develop¬ 
ment. As work became more complex and the task 
grew too heavy for one executive, a new department 
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was created by the simple process of dividing an old 
one. 

In such circumstances, the general manager always 
becomes so involved in detail that he neglects the 
poise and purpose of the whole organization; he be¬ 
comes an operating executive, making minor decisions 
which he should leave to his subordinates, and himself 
directing detailed operation in troublesome depart¬ 
ments. And so the organization soon is found without 
a coordinating and balancing head. 

OVERSPECIALIZATION 

Many business organizations today show a tend¬ 
ency to overspecialization. This tendency usually has 
grown out of the effort of the manager to inject a 
high degree of skill in his organization without con¬ 
sidering the interdependence of the various activities. 
To do this, he has subdivided the organization into a 
large number of departments, each in charge of a 
specialist directly under the general manager’s 
supervision. 

Usually these specialists are allowed to act inde¬ 
pendently and to make final decisions, being responsi¬ 
ble to the general manager only for results. Naturally, 
they are little interested in the operation of other 
departments. Each department exaggerates its own 
importance, and a premium is placed on departmental 
exclusiveness and loyalty. 

With such a situation, the general manager has the 
enormous task of coordinating the detailed control 
of all the various departments in order that his 
complicated machine may not fly apart. Specialists 
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often are too individualistic. Overspecialization breeBs 
organization discord. 

FUNCTIONAL MALADJUSTMENT 

Surprising as it may seem, many business organiza¬ 
tions are doing things they do not need to do. You are 
likely to find, in your analysis, that there are some 
functions which are obsolete and should have been 
eliminated long ago, yet they still are being performed. 
On the other hand, really important functions have 
been lost sight of, or, in the confusion of operation, are 
being provided for inadequately. 

You are likely to find functions unnecessarily 
duplicated. In other cases, you will discover functions 
which, split up among departments, are being ir¬ 
regularly or only half-heartedly performed. Other 
functions will be placed indefinitely or assigned illogi- 
cally. You may find that emphasis is being laid upon 
functions of minor importance, while functions which 
really require constant attention are being neglected. 

DEPARTMENTALISM 

In studying the executive functions, you must 
discover not only the existence of any maladjust¬ 
ments, but also the reason for their existence. In 
many cases, you will find, the trouble is due to 
departmental jealousy. This naturally goes with the 
too common practice of measuring results by an 
elaborate system of internal checks and balances 
which rewards individual accomplishment rather 
than collective accomplishment. 
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Functioning under such a system, the department 
executives fight for all the control they can get and 
for the favor of the manager; they seek prominence 
for their own divisions. The general manager stimu¬ 
lates their efforts along these lines by attaching more 
importance to individual departmental success than 
he does to efficiency of the organization as a whole. 

In these circumstances, executives concentrate 
their attention on keeping their operations as secret as 
possible and their accomplishments more individual, 
so that there may be less ground for criticism and a 
greater appearance of being self-sufficient. Such sys¬ 
tems of control emphasize negative results rather 
than positive ones. They foster departmental in¬ 
dividualism, and inevitably they lead to one depart¬ 
ment’s being in opposition to another. 

It is during your preliminary study that you must 
break down this departmentalism, iron out the fric¬ 
tion between the departments, and enlist the support 
of every executive in your readjustment task. You 
will not be able to get all the facts you need for 
completing your survey until you have healthy 
cooperation. Each executive must be made to feel 
that all the functions of the organization are inter¬ 
dependent, that all the effort must be directed toward 
the benefit of the entire organization, and that his 
greatest value lies in his department’s exact meshing 
with the other parts of the business machine. 

PR.ELIMINARY REARRANGEMENT 

After you have separated the accessory and opera¬ 
tive functions, you then make a rough grouping of 
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those departments which ordinarily are combined in 
functional divisions. That having been done, you 
study each division as a unit, to determine what func¬ 
tions are being performed and what maladjustments 
there are. 

You may be able to divide the operative functions, 
for example, into three main divisions; production, 
distribution, and facilitation. (Facilitation is often 
called general administration.) Within these groups 
there would be logical subdivisions. 

Your divisional studies cannot be superficial. They 
must be detailed and comprehensive analyses of all 
functions in all divisions, even the functions of 
individuals. 

The time needed to get all the necessary informa¬ 
tion will depend upon the size and character of the 
business. In a large manufacturing and selling organ¬ 
ization it probably would require months of work. It 
may even be necessary to call in the assistance of 
specialists. 

ANALYZING STAFF FUNCTIONS 

When you analyze the staff functions, be careful 
to differentiate between those which are concerned 
with specialized control and those which belong 
to the system of checks. The latter will become 
superfluous when your organization is completely 
functionalized. 

Those functions of checks, or inspections, are critical 
in their nature, rather than constructive. Their pur¬ 
pose is to detect mistakes, inefficiencies, or failures 
to perform work, and to report them to the general 
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manager. They are necessary only in the setup where 
the general manager has immediate direction of all 
departments but lacks specialized knowledge in the 
various fields; he must have a staff to inform him 
whether or not his orders are being followed. 

When the business is functionalized, the manager 
will receive the reports of only a limited number of 
major executives, each of whom is a specialist in the 
work of his own division, and each of whom, through 
his sub-executives, is in close contact with what is 
going on under him. In your analysis you may come 
across officials with misleading titles. If their func¬ 
tions are those of detectives, be careful to Identify 
and segregate those functions, so that In any subse¬ 
quent rearrangement you will not confuse them 
with the proper staff functions of coordination and 
control. 

These proper staff functions are concerned with 
the large problems of legal, fiscal, and public relations 
control, and with the research and analysis which will 
assist in the control of production, sales, organiza¬ 
tion, and facilitation. In addition, the staff has the 
functions of keeping the general manager constantly 
advised on such matters as costs, work progress, and 
the extent to which established plans of work have 
been followed. 

In this capacity the staff officials are highly impor¬ 
tant. Executives must be supplied constantly with 
accurate information as to the work of their depart¬ 
ments and factors and conditions outside them. 
Few problems are purely intradepartmental; nearly all 
are interdepartmental. 
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Seemingly individual problems can throw the whole 
organization out of balance. Suppose, for example, 
the production department uses an unsatisfactory 
process which results in a product of inferior quality. 
That state of affairs, naturally, is one of which the 
sales department, charged with the duty of marketing 
the product, must take cognizance. It might well be 
that the type of information necessary to remedy the 
situation can be secured only by research and analysis 
for which neither the chief executives nor the depart¬ 
ment heads have time. There the staff members can 
give valuable information and advice. The duty of the 
staff, it should be remembered, is not to carry out 
the actual work in accordance with their findings, 
but rather to assist the executives by giving recom¬ 
mendations which will facilitate and coordinate the 
work of all departments. 

THE BASIC FUNCTIONAL ORGANIZATION 

Your preliminary survey completed, you are ready 
to develop and construct the basic functional organ¬ 
ization. You must recognize, separate, and classify all 
of the proper functions of the organization according 
to their character and relationship. Your purpose is to 
insure that every activity which is a necessary part of 
the business is properly provided for, that there shall 
be no unnecessary duplication of functions, and that 
all functions which have outlived their usefulness shall 
be eliminated. In this process you must be coldly 
analytical. 

As you make your allocation of functions, you must 
be careful not to be so influenced by variables, such 
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as the available personnel, organization inertia, or 
business conditions, that you are unable to put 
together a basically sound structure. 

When you have your classification completed, it is 
helpful to lay out the functions on a chart. This will 
simplify comparison and make ready reference 
simpler and easier. 

BUILDING THE ACTUAL ORGANIZATION 

Now you are ready to develop the actual organiza¬ 
tion as it will be used in operation. With the wealth of 
information concerning inside operations and outside 
factors, you select those functional operations which, 
by their nature or their importance, require direct 
contact with the general manager. Later, these groups 
will constitute the major departments. 

Do this blocking out of the final plan now. Other¬ 
wise, you may become so involved in details that you 
will lose the necessary sense of proportion. 

The size and character of the business, of course, 
determine how many such major departments will be 
under the chief executive’s direct control. Usually, in 
a large organization, the number should be between 
three and six; a small business may have eight or 
ten. 

In a large manufacturing and selling concern, for 
example, there might be only three departments 
reporting directly to the general manager—produc¬ 
tion, selling, and facilitation (general administration). 
If the company should be a new one building and 
equipping its own plant, probably a fourth division 
for the accessory function would be necessary. 
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In your particular business there may be peculiar 
conditions of operation or an unusual kind of service 
rendered to the public. These may require that certain 
departments have the Immediate attention of the 
general manager. Here more main divisions would be 
necessary. 

STEPPING DOWN THE FUNCTIONS 

It is just as important to subdivide the major 
departments as it is to establish them. Not only must 
the major executive have time to extend his direction 
over the whole department, but he must have time 
also to concentrate on its weak spots. For this, it is 
necessary that you make provision for him to delegate 
routine control and supervision to others. 

Your planning is easier and more complete when 
you have a gradual stepping down of functions and 
authority. Only a very few sub-executives should 
report to the major department executive; likewise, 
there should be only a limited number of individuals 
reporting to these sub-executives. By thus sub¬ 
dividing nonroutine activity in the department, you 
eliminate the danger of overspecialization of execu¬ 
tives; their ambition is not killed by limiting their 
scope; their initiative and ability have a chance to be 
expressed and they can get the experience necessary 
for climbing up the ladder. 

When you come In your dividing process to func¬ 
tions of a routine and automatic nature—functions 
which require less planning and supervision—special¬ 
ization becomes more pronounced and more necessary. 
Here one man in charge can direct and control a 
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greater number of functions, provided that identical 
routine functions are divided into groups and each 
group is placed under a responsible boss. 

How far you can go in subdividing any department 
depends, to a great extent, upon the amount and type 
of planning and supervision necessary in the various 
classes of the department’s work and the degree to 
which they are standardized. In the average concern, 
it generally would pay to carry the process further 
than it has been carried. Possibly, over every seven to 
ten workers there should be a boss, with these bosses 
reporting directly to the same sub-executive. 

“But this kind of division and subdivision cer¬ 
tainly must increase labor overhead materially,” 
you are likely to protest at this point. It does increase 
it. At the same time, however, in a majority of cases. It 
decreases over-all costs. Through more careful plan¬ 
ning of the work, and through closer direction and 
supervision, you obtain vastly increased operating 
efficiency. That is where you effect your saving. 

Each department, you must remember, is not work¬ 
ing for itself alone. Your division of work within the 
department must be made in such a way that you 
have the freest and most complete cooperation. What 
each department needs from every other department 
must be recognized, and the functions so arranged 
that the services are given properly and as a matter of 
course. 

There must also be cooperation within the depart¬ 
ment without the necessity of any executive’s being 
obliged to ask for it. Harmonious personal relations 
must be maintained among the executives, and you 
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can secure such relations only by having a harmonious 
arrangement of the functions which contribute to 
each other. 

Be sure to discover all positions where decisions 
must be made, so that your division of functions 
makes it easy to delegate the proper authority for 
those positions. Make sure, too, that in your arrange¬ 
ment of functions there is a clear line of promotion 
ahead of each position, so that each individual can 
study the work of the position above him. In that 
way, you increase incentive and you make it possible 
to fill vacancies from within the organization. 

All through this process of subdividing the depart¬ 
ment’s activities, you must remember that it is within 
the department that detail is organized, systems and 
routine developed, and, as far as possible, results 
made automatic. 

LIMITING FACTORS 

In constructing the final organization in a way that 
will be most practical and workable, you will have to 
use your material as you find it. There will be partic¬ 
ular conditions which you may not in every case 
consider ideal but which, none the less, you must take 
into consideration. There are numerous limiting con¬ 
ditions whose importance you must appreciate if your 
organization scheme is to stand up in actual operation. 

Outstanding among these limiting conditions are 
the following: 

The available personnel 
Inertia of the organization 
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Momentum of the organization 
Departmental emphasis 

What men—especially men of executive calibre— 
have you within the organization and what men are 
there elsewhere whom you can get if need be ? Good 
executives are rare, and your final division of activity 
probably will be considerably influenced by the men 
available to carry responsibility and to exercise 
authority. 

Very likely your final organization will be a com¬ 
promise between strictly scientific functionalization 
and available personnel, but do not allow the com¬ 
promise to be such that it disturbs the major func¬ 
tional divisions or the basic functionalization 
principles. 

In making your functional layout, you must work 
in close alliance with the men who are to select the 
executive personnel, so that you give full weight to 
this personnel factor. After all, the various executives 
in charge of departments, they being the experts 
in their lines, are the ones who will decide finally how 
the separate functions of their departments are to be 
organized. 


INERTIA AND MOMENTUM 

Any organization that has been operating for a 
number of years has developed a certain amount of 
inertia which tends to keep it in a beaten path and to 
resist any change to a new plan or method. In your 
scheme of reorganization, you will be obliged to 
recognize the historical development of departments 
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and the evolution of lines of authority. Because habit 
is one of the strongest forces governing people, the 
hold of these habitual practices is tremendous. You 
must take them into consideration in your scheme; 
otherwise your reorganization would introduce such 
confusion as would take years to overcome. 

At the same time, you cannot give full value to 
these historical divisions and established practices; 
you cannot let them dominate your scheme. That 
would mean the virtual elimination of functionalizing. 

Every operating organization develops also, as time 
goes on, a momentum which carries a large part of its 
load. Many things are accomplished with only a small 
part of the effort that would be needed if the organiza¬ 
tion were starting from scratch. To upset the old order 
drastically and abruptly would lose that business 
which carries the enterprise along. Any changes and 
reforms, therefore, which you effect must be intro¬ 
duced gradually and tactfully. 

DEPARTMENTAL EMPHASIS 

Every part of your business is essential, but it may 
be necessary, in order to maintain a proper balance 
between various departments, to give more emphasis 
to some than to others. If yours were a light and 
power company, for example, you would stress con¬ 
sumer service; if it were gold mining you would stress 
production; if it were selling direct to consumers you 
would stress sales. 

You will have no difficulty in knowing where to 
place the emphasis; it is at the point where there is the 
greatest complication. The department covering that 
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point will be the most specialized in the whole organ¬ 
ization. There are various causes for emphasizing 
a particular division of the business. It may be com¬ 
petition or it may be traditional performance of cer¬ 
tain kinds of service. 

CLASSIFYING AND PLACING FUNCTIONS 

It is obvious that every part of your organization 
may work perfectly, and yet the whole organization 
may be inefficient. Your questions is: How do all these 
smoothly working parts work together? You cannot 
functionalize the organization as a whole efficiently 
by merely taking the organization to pieces and 
arranging the functions of the different parts 
independently. 

The organization of the functions should be done in 
close cooperation with the executives who are to 
direct and control them. They have the needed 
familiarity with operation. They are the experts 
concerned with execution. Rely upon them. When 
you have conferred with them, and know intimately 
how their functions mesh with one another, then draw 
up your complete functional organization chart. 

PRESENTING THE STRUCTURE 

When you submit your functional organization to 
the officials of the organization, be prepared to defend 
it. Do not permit any serious discussion of it unless 
you are present to explain the theories back of the 
findings bn your chart. Otherwise, a narrow view of 
the organization problem is likely to result in unjust 
criticism and prejudice. 
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Preferably, the organization plan is submitted first 
to the executive committee of the board of directors, 
the president and the general manager, with a Clear 
explanation of the reasons for all changes that have 
been made in the original organization setup. Any 
changes in your plan which this body can prove will 
get better results, can be incorporated. 

Next, the revised plan should be submitted to the 
general manager and all his major executives. Again 
a detailed explanation must be given of all changes 
from the original structure. 

A discussion should follow. Probably it will be 
complete and spirited. The fact, however, that func¬ 
tions alone—and not personalities—are presented, 
should keep this discussion impartial. Before any 
further steps can be taken, it is necessary that the 
executives either approve the plan as presented or 
offer satisfactory compromises. 

Each individual division should not be reviewed by 
the executives in direct charge, so that they may 
approve or suggest amendments in those functions 
which provide for relationships between the depart¬ 
ments. 

The whole plan of organization having been thus 
reviewed thoroughly, the final functional chart, 
showing how the organization will operate henceforth, 
is now drawn up. 

THE PERSONNEL CHART 

With the functional organization taken care of, you 
are ready to provide for the people in charge of the 
various functions. For this you draw up a personnel 
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chart. The actual selection of the men and their 
placement are not, of course, matters of functionaliz¬ 
ing, but of management. Your personnel chart, how¬ 
ever, will be helpful as a basis for changes which will 
be made in the control of functions. Your functional 
chart will remain constant; the personnel chart will 
always be subject to change. 

THE VALUE OF CHARTS 

The charts of which we have spoken are of major 
importance. The functional organization chart en¬ 
ables the general manager to look upon the entire 
organization as an impersonal structure. With all the 
activities spread before him, there is little danger that 
in delegating authority and responsibility any func¬ 
tion will be overlooked. The personnel chart human¬ 
izes the functional chart. 

With the functional chart every member of the 
organization may know exactly the extent of his 
authority and responsibility, and the relation of his 
functions to the work of the entire organization. On 
the personnel chart he sees who is responsible for 
what functions, and what is the relation of each man 
to the other men. 

The ultimate purpose of the two charts is to present 
in readily understandable form data which might be 
difficult to understand in words alone. They give a 
definite, visible status to every function and every 
member of the organization. They are guides, and the 
simpler their construction, the more useful they will 
be. 
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THE ORGANIZATION MANUAL 

No chart, nor any form of graphic presentation, 
however, can take the place of an adequate written 
statement. Details must be given which cannot pos¬ 
sibly be set forth in a chart without its being made so 
elaborate as to destroy its value. Therefore, you will 
do well to supplement the charts with an organization 
manual. 

The manual presents no difficulties, for your survey 
and analysis have provided you with all the informa¬ 
tion necessary for you to incorporate in it. It sums up 
the results of the study in a succinct and understandable 
form. The scope of authority and responsibility are 
defined clearly for each position. It is the final step in 
the complete functionalization of the business. 
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*♦* -/xLL OF the functions of 
a business should be recognized, individualized, 
correlated, and specially controlled. The process 
by which this is accomplished is as follows; 

1. Analyze the business organization as you find 
it in operation. 

2. Construct the scientifically ideal organization 
by rearranging the separate functions into 
divisions and departments, those which are 
similar or complementary being placed in the 
same group. 

3. Reconstruct the ideal organization into the 
final working plan, giving full weight to all 
the factors which limit a strictly scientific 
division of functions. 

4. Chart your functional plan. 

5. Prepare an organization manual explaining 
details of the plan. 
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zA Functional Froblem 


A CORPORATION which has grown stead¬ 
ily now renders a service which is 
nation-wide. As new kinds of service have 
been added, new methods have been put 
into practice, and new territories have 
been entered, the organization has evolved 
into a form which is cumbersome and 
unbalanced. 

Reconstruct such an organization by 
means of the following procedure: 

I. Analyze the organization as you find 
it operating at present. 

2. Separate and clearly define its sev¬ 
eral functions. 

3. Rebuild the structure by making the 
divisions and departments corre¬ 
spond to the functions. 

4. Make a functional chart of one of 
the divisions—say the industrial 
relations division. 

Now compare your functional chart 
with the chart of a nationally known com¬ 
pany, as shown on page 295. 
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The Right Men 

W ITH all of the policies of your organization clearly 
limned, and with all of its functions accurately 
charted to carry those policies into operation, you 
now are faced with the problems of getting the right 
men to give life and energy to your organization. 

The handling of workers might appear to be a 
problem of management, rather than of organization, 
but the task of making provision for getting the right 
men in the right places, of matching the men and the 
jobs, is necessarily an organization task. It must be 
done before good management is possible. 

When you have a given group of functions to be 
performed, and a given group of men to perform them, 
it would seem to be axiomatic that you should exercise 
great care in selecting for each function the one man 
best fitted to carry it out. In actual practice, the 
problem rarely gets enough attention. 

There are three main reasons why this matter of 
matching men and jobs is handled inadequately: the 
men of authority do not understand just what the 
problem is, they fail to realize its importance, and 
they do not know how to do it. However, a technique 
has been developed for the purpose. 

At the outset, we recognize that there are two kinds 
of variations: 
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1. Variations in people 

2 . Variations in the nature of jobs 

Only by studying these variations will you be able 
to place your men in such a way that they can do their 
work successfully. 

INDIVIDUAL DIFFERENCES 

A certain nation-wide service corporation employ¬ 
ing thousands of men and women is dominated by a 
business genius who has surrounded himself with a 
group of exceptionally able men. Because of the 
nature of the business, the company was especially 
hard hit in the world-wide depression. It was impera¬ 
tive that more users be found for the company’s 
service. Most of the new customers would have to 
be won away from the company’s chief competitor. 
An aggressive sales campaign was planned, in which 
every man and woman from top to bottom should 
play a part in bringing in more business. 

The head of that business, whose own talents are 
great and diverse, held a theory that ability is wholly 
a matter of degree and not of kind, that a good man 
would do a good job no matter what that job was. 
Therefore, he originated what was known as the 
“fan” movement. He gave to each of his corps of 
right-hand men the title of vice-president and sent 
each out into one of the zones into which the country 
was divided. 

Under each of these vice-presidents was a group of 
junior executives. Each of these was given the title 
of assistant vice-president and sent into a district 

IZI 



BUSINESS ORGANIZATION 


which was part of a zone. These vice-presidents and 
assistant vice-presidents, outside the great man him¬ 
self, presumably constituted the best brains of the 
corporation. Their function was to supervise and 
direct, in the territories over which they were given 
jurisdiction, the intensive nation-wide drive for new 
business. 

“On paper, the whole scheme looked perfect,” 
one of the company officials explained after the smoke 
of the battle had blown away. 

“In actual operation, it was the most dismal failure 
the company ever experienced. 

“Probably the biggest flop was in the division 
where we sent a brilliant engineer. His services to 
the company had been valuable and appreciated, but 
after this undertaking was finished, he was thoroughly 
discredited. He was in constant conflict with the 
division manager, and he was usually wrong. In 
another division we placed a financial wizard; he was 
worse than useless. In some of the districts, in the 
face of the increased cost of the effort, we actually 
made enemies and lost business. Out of the whole 
effort only one major executive—the vice-president 
who normally is in charge of public relations— 
actually added to his prestige. Some of the executives 
and sub-executives are no longer with us. The morale 
of the company, as a whole, was considerably lowered. 

“The men in the ‘fan’ movement were not to 
blame. They were good men, and they did their best. 
Not only were they not familiar with the conditions 
peculiar to the territories to which they were assigned, 
but they had no experience for that sort of thing. 
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Of equal influence was the fact that their tempera¬ 
ments, their ways of thinking, were not suited to the 
kind of job they were given. 

“They were wrong men in the wrong place, and 
they were beaten before they started. We realize 
that now.” 

No two men are exactly alike. Rarely do you find 
two who even look alike. Still more rarely do you find 
two who act the same way in a given situation. 
Variations of appearance and action, however, are 
only on the surface; they do not always give a true 
reading of the differences in qualities which are more 
fundamental. 

Not only do men differ widely in kind and capacity 
of ability, but they differ also in the extent to which 
their powers can be enhanced by education and 
training. Furthermore, no matter what training you 
give a man, you never can completely change his 
particular characteristics; you cannot make him like 
somebody else. 

To know your men, to understand precisely just 
where and how they differ from one another, and 
what will be their effect upon future development and 
activity in your organization, is the most difficult 
task of personnel work. It is a task which must be 
done if your organization is to make the most of its 
men. 


PHYSICAL VARIATIONS 

The principal physical variations are readily de¬ 
tected. Differences in height, weight, muscular 
strength, and general bodily development can be 
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determined without difficulty and you may know 
how they meet or fail to meet the standards you may 
have determined for such characteristics. 

In addition to these potential physical capacities, 
there are what we might call the kinetic capacities— 
the ability to translate the physical capacity into 
action. A man may be unusually strong, and yet be 
unable to use his strength in the performance of any 
but the simplest tasks; he may lack the precision and 
control of his movements, which another man, of 
equal strength, may possess to an exceptional degree. 
The motions of some men may be steady and de¬ 
liberate; those of others rapid and yet sure. One man 
may be able to perform a simple motion with unusual 
speed; another may shine at securing coordinated 
action in the performance of several complicated 
motions. 

While such differentiations may be important, there 
is a danger that too great attention may be given to 
them in selecting men, while more subtle variations 
may be overlooked. These are the differences result¬ 
ing from variations in the keenness of the sense 
perceptions. 

The same food will not taste the same to two men. 
One man may see farther than another, and the eyes 
of one man can pick out objects more quickly and 
more keenly than another. Some men are especially 
sensitive to color variations; some are color-blind. 
Some men have a sense of touch highly developed and 
by touch alone can differentiate between materials 
that are only slightly dissimilar; others have no 
tactual discrimination at all. Some men can hear 

124 



THE RIGHT MEN 


distinctly or can retain oral impressions; some are 
just the opposite. 

All such factors have a very definite bearing on the 
fitness of a particular individual to do certain types of 
work. Each type of work usually requires highly 
developed senses of one kind or another. 

MENTAL DIFFERENCES 

Related to physical differences, and just as impor¬ 
tant, are mental differences. Both must be analyzed 
before you can be certain that the man in the job is 
not the proverbial square peg in the round hole. 
The kind of brain he has may well have a tremendous 
influence on his ability to use his physical capacities, 
and his physical attributes may help or hinder the 
fulfilling of his intellectual possibilities. 

In general, there are three phases of mentality 
where individual differences show themselves. They 
are: 


1. Temperament 

2. Intellect 

3. Morality 

In the consideration of temperamental differences, 
we note that some men are nervous and readily 
excitable, they act hastily and thoughtlessly; others 
are calm and phlegmatic, their procedure is meditated 
and deliberate. Their differing temperaments would 
result in different quality and quantity of work; 
the one kind could not do good work if it were 
monotonous or if it had to be done in noisy surround- 
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ings; the other would not be bothered by such 
conditions. 

There are inherent differences, too, in intellectual 
ability, in capacity for absorbing knowledge and for 
responding to training. Not only do men differ in 
general intellectual ability, but they differ even more 
along relatively specialized lines. The man who is a 
good accountant might fail in the sales division, 
simply because his special aptitude does not lie in 
that direction. In nearly every case there is some one 
line along which the particular man’s brain works 
best. 

It does not follow, of course, that as soon as a man 
is placed In the work for which his intellect is best 
suited, he begins to give brilliant performance. It 
does mean, however, that he can be trained more 
quickly and more easily along the lines of his natural 
tendencies, and he will rise eventually to a higher 
level of efficiency. If he lacks the fundamental apti¬ 
tude for a particular type of work, no amount of 
training ever will enable him to excel. 

The strength or weakness of a person’s moral 
character is, of course, an important factor in fitting 
a man into an organization. Some men are honest, 
truthful, and conscientious under all circumstances; 
others are so in all cases except where it is to their 
own interests to be otherwise; still others cannot be 
trusted under any circumstances. 

How necessary it is to learn a man’s moral char> 
acterlstics before employing him depends upon the 
nature of the work he is to do. A laborer’s moral 
character is of relatively little importance; that of a 
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cashier, of the greatest consequence. How we are to 
learn of a man’s morals in advance is a problem for 
which no satisfactory solution has yet been found. 

EDUCATION, TRAINING, AND EXPERIENCE 

Two men with nearly equal native physical ability 
will vary widely in their ability to do certain kinds of 
work depending upon muscular activity, because one 
has had physical training and the other has not. 
Two men may have a natural bent toward mechanics, 
but one may be fitted only for work in the machine 
shop, while the other, benefitting from the advantages 
of education and training, may be able to design 
machinery. Education and training, in fact, may 
account for even temperamental and moral differences. 

People differ widely because of the influence of 
other people under whom they have been trained. 
Often when you are selecting a man for an executive 
position you will find one who is qualified because he 
has absorbed thoroughly the viewpoint of the man 
under whom he has served. This matter of viewpoint, 
by the way, is something that is determined almost 
entirely by training and experience and by the per¬ 
sonal influences to which a man has been subjected. 

JOB DIFFERENCES 

Jobs differ almost as widely as men do. The varia¬ 
tions between the characteristics of administrative, 
executive, and supervisory positions on the one hand, 
and the workers’ jobs on the other, are so wide that 
they demand utterly different qualities and capacities. 

127 



BUSINESS ORGANIZATION 


Among the jobs, the whole gamut of ability differ¬ 
ences is run. 

In any business, there are three general classes of 
positions: 

1. Those which require mainly mental effort. 

2. Those which demand primarily physical 

exertion. 

3. Those which necessitate a combination of the 

mental and the physical. 

To illustrate the differences in the jobs, consider 
the characteristics of the individuals they require. 
The administrative position at the head of the busi¬ 
ness calls for a man with a broader outlook and a 
wider scope of activity than any other in the organ¬ 
ization. He must be imaginative, able to think in large 
terms, able to visualize as a whole not only the nature 
of the present trend within and without the business, 
but the probable future trend. There is almost no 
demand in the position for physical qualifications. A 
relatively long period of training and experience 
usually is required. 

Much the same can be said of all executive posi¬ 
tions, which call primarily for sound judgment, quick 
decisions, the ability to select men, the ability to lead 
them, and the ability to delegate detail. With depart¬ 
ment heads, the positions vary in character and 
requirements with the type of work done in the depart¬ 
ment. The- sales manager’s job, for example, requires 
abundant imagination; the chief engineer’s position 
demands accuracy and an aptitude for analysis; 
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the production manager’s work calls for technical 
knowledge of materials, methods, machinery, and 
general operation. 

A certain knowledge of detail is necessary In all 
these positions, so that matters within the depart¬ 
ment may be directed and controlled efficiently. 
They require, too, the ability to subordinate the detail 
to consideration of the department as a whole; 
the department head, that is to say, must be able to 
make detail routine and automatic, so that it will not 
draw his attention from his larger problems. 

Supervisory positions require detailed knowledge of 
the work, and intimate, constant contact with It, 
through supervision and instruction. A certain amount 
of physical ability and skill, along with mental 
requirements, also is demanded. 

It is in the class of jobs concerned with the actual 
operation of the business that the widest variation is 
found. There are jobs, such as those of the skilled 
mechanic and the inspector, which call for more 
than average Intelligence and a special aptitude along 
one line to supplement a certain amount of physical 
skill. There are other jobs, such as those which involve 
sorting and assembling and packing goods, which 
require less mental ability and more physical dexter¬ 
ity. There are jobs, such as those of automatic ma¬ 
chine tender and ordinary laborer, which call for 
almost no mental ability but for average physical 
strength or dexterity. In extremely monotonous work, 
mental defectives often are actually preferable, for 
they are not subject to the strain which would seri¬ 
ously affect the worker of normal Intelligence. 
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OBSTACLES TO MATCHING JOBS AND MEN 

To have every job filled by the one man best 
qualified to fill it is an ideal which, under existing 
conditions, is impossible to reach. We have neither 
the material nor the knowledge for perfect and 
accurate efficient performance of every position, 
or of the specific characteristics of the person best 
fitted to fill it. Even if we could measure men and 
jobs with exactitude, we still would be hampered in 
our attempt at perfect coordination, by the limitations 
of ability in individual men, and by the limitations 
to the sources from which we could draw the kind of 
men we wanted. 

So we are faced with the necessity of getting the 
most available man for the job. We are obliged to get a 
man who may not possess all of the qualifications 
desired, but who has most of the important qualifica¬ 
tions and characteristics. 

In placing our man, therefore, we must make some 
provision for supplying his deficiencies or offsetting 
tendencies which may be developed too highly. This 
we do by balancing the men in the organization. We 
so combine the efforts of two or three that their 
concerted action ultimately produces the type of 
results which are desired in the position. An executive 
may have a tendency to generalize, for example, so 
we provide him with an assistant who gives adequate 
attention to details. The tendencies of the hasty, 
impetuous executive are offset by the influence of an 
assistant who is calm and deliberate. 
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Such a combination of opposite or complementary- 
capacities and temperaments is possible only -when 
the executive, himself, recognizes his special abilities 
or limitations and the necessity of balancing them 
with other qualities. All types of men do not cooperate 
with one another, however, and the utmost caution is 
required in establishing any such combinations. 

REQUIREMENTS FOR PRESIDENTS 

Bearing a greater weight of responsibility than any 
other man in the concern, the president should possess, 
primarily, foresight and breadth of vision to direct 
the future of the business. For this he must have the 
ability to adapt the business to changing social and 
economic conditions. He should control all external 
relationships with tact and diplomacy. 

REQUIREMENTS FOR GENERAL MANAGERS 

Upon the general manager rests a three-fold 
responsibility: 

I. The actual operation of the organization. 

1 . The stimulation of all parts to their highest 
efficiency. 

3. The coordination of all efforts into united 
action. 

To discharge these responsibilities he should be a 
man of leadership qualities. He must be able to make 
others believe in his ability and in their own ability. 
He must have the courage never to side-step, but to 
meet every problem promptly and squarely as it 
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arises. He must have the will power to carry every 
undertaking through to the finish. 

He must be able to select the right men for his 
lieutenants, to organize their efforts, and inspire 
them. He needs a winning personality, knowledge of 
human nature, tact, a keen and analytical mind, and 
a balance of vision which enables him properly to 
estimate every factor. 

Such are the qualities of a great general manager. 
Secure one who comes as near to that ideal as possible, 
for his brain and his personality will be reflected 
throughout the entire working organization. 

REQUIREMENTS FOR DEPARTMENT HEADS 

Approximately the same qualities as those of the 
general manager should be possessed by the depart¬ 
ment heads, but with this difference: in the general 
manager balance of vision and coordinating ability 
are dominant characteristics; in the department 
head knowledge of his own field is of prime impor¬ 
tance. Added to general executive ability, the 
department head must have specialized technical 
information. 

He must be able to separate essentials from non- 
essentials, organize detail, and use conservative 
judgment in selecting methods. He must have the 
ability to direct and control other men, to think and 
act from the point of view of the organization as a 
whole, and yet have a capacity for specialized detail. 

The man who possesses that unusual combination 
of talents is rare, but he is worth searching for 
diligently. 
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FOREMEN AND SUPERVISORS 

Increasing emphasis is being placed in business 
generally on the selection and training of foremen and 
supervisors. These minor executives are being con¬ 
sidered not as mere overseers, but as interpreters of 
the will of the management to the workers. They 
occupy key positions in any business. 

They must, of course, have technical knowledge 
and ability with regard to the physical factors of the 
work over which they have supervision, but they must 
have also the knack of securing cooperation among 
workers with whom they are intimately associated. 
Constantly they will be called upon to prevent fric¬ 
tion and misunderstanding between workers and 
management. 

WHAT CORRELATION ACCOMPLISHES 

For the matching up of men and jobs there are 
three basic reasons: 

1. Men of the right type are found for positions 

of authority. 

2. The worker is protected from physical injury 

and fatigue by being placed in a job for 
which he is naturally fitted. 

3. A stable working force is built up. 

When we consider how wide is the scope of the 
authority of the men in administrative and executive 
positions, we realize how tremendous is the power for 
benefit or injury to the business that lies in their 
hands. While these men are relatively few in number, 

133 



BUSINESS ORGANIZATION 


their opportunity for injury to the business is greater 
than that of all the other members. It is essential that 
this opportunity be guarded against. The leaders 
must be placed in those positions where their capacity 
for usefulness can be exercised most fully. 

SAFEGUARDING WORKERS 

No matter how efficient your officials are, they 
must have a corps of capable and contented workers 
if their efforts are to be effective. To assemble such a 
force requires that the men be selected and placed 
with due consideration for their aptitudes and their 
limitations. Although there may be no diminution 
apparent immediately in the efficiency of the organ¬ 
ization as a whole, when the wrong men are placed in 
minor positions, it will not be long before the worker 
will begin to display his inefficiency. He will become 
indifferent, he will waste materials, he will be careless 
in his use of machinery, he will grow discouraged. 

The management will suffer to the extent of the 
importance of that one man’s work. If his work is to 
be good, the worker must be interested, and interest 
requires that worker and work be suited to each other. 
When workers become dissatisfied, both quantity and 
quality of production are lessened. 

PHYSICAL INJURY 

It is to the worker himself that the greatest harm is 
done by improper placement. Sometimes actual 
physical detriment results. When his strength fails 
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at the time he needs it most, or when his nerves give 
way under the strain of tedious or rapid performance, 
injury follows which no system of safety devices 
could prevent. 

Other workers are endangered, too. The man whose 
hearing is defective is a constant menace in a position 
where his performance is controlled by spoken signals. 
An ordinary crane becomes a dangerous weapon in 
the hands of a man with poor motor control. 

No man ever should be placed in a position that 
undermines his health or overtaxes his strength. 
Some positions, indeed, cause or aggravate physical 
deficiencies. In another position, the slight physical 
defect would be immaterial. 

FATIGUE 

The harm to the misfit may not show itself at 
once. Certain workers, apparently well qualified, will 
be seen to tire more easily than others who work 
no harder and no less efficiently. There is, of course, 
a normal fatigue in every activity, regardless of the 
fitness of the work or the efficiency of the methods, 
but there is, in addition, an unnecessary fatigue which 
can be eliminated. This unnecessary tax on the work¬ 
er’s energy is the result of a discrepancy between the 
abilities and characteristics of the worker and the 
requirements of the job. 

Fatigue may be either of two kinds: physical or 
mental. Proper working conditions, rest periods and 
methods which secure the greatest economy of move¬ 
ment can practically eliminate the former. This, of 
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course, presupposes that the worker has the necessary 
physical ability for the particular task. 

Mental fatigue is harder to measure or to eliminate. 
A man tires easily when he does work beneath his 
intellectual abilities, work beyond his intellectual 
abilities, or work in which he takes no interest. Morale 
is weakened, and the worker is fatigued by expending 
too much will power and energy to force himself to do 
the unwelcome work. 

It sometimes has been affirmed that monotony is a 
cause of mental fatigue, but whether this is so or not 
depends upon the temperamental and intellectual 
characteristics of the worker. Doing nothing except 
the repetition of some small motion works no hard¬ 
ship on some men; on others it is unnecessarily 
tiring. If the v/orker is interested, efficient, and con¬ 
tented, there generally will be little fatigue arising 
from what, to another, seems like monotonous work. 

LABOR STABILITY 

A frequent labor turnover due to dissatisfied 
workers usually can be traced back to unsystematized 
employment methods which neglect proper considera¬ 
tion of fitting the man to the job and the job to the 
man. Where you find a condition of misplaced workers, 
it is possible, by shifting and elimination, to develop a 
satisfactory force of reasonably capable men. 

But it is a costly process to weed out and replace 
misfits; and before this can be accomplished, capable 
workers, dissatisfied at being in the wrong job, will 
have left the organization. More energy, time, and 
care in the original selection of the men would have 
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been far less expensive. Reselection is worth while; 
but original selection is worth even more. 

One of the most serious of all obstacles to efficient 
production is constant labor turnover with the numer¬ 
ous wastes that follow In its wake. With labor turn¬ 
over, there is not only the original cost of selection, 
even though the selection may be only a perfunctory 
one, but there are also the varied costs of breaking in 
the new men, with such attendant losses as those 
resulting from their inefficiency while they are be¬ 
coming adjusted. And a new man, too, may be a 
misfit and have to be replaced. There is little argu¬ 
ment with the statement that the greatest single 
cause of labor turnover is improper placement. 

Your working force must be contented if it is to be 
stable. A man who has executive ability will chafe 
under conditions where he is denied an opportunity 
to use that ability, and It will be no great time before 
he will leave the organization. The worker who is 
suited only to routine work will not last in an execu¬ 
tive position. The man with the characteristics of a 
good salesman will rebel against office work. 

Wherever you find a working force with men in 
positions which are either above or below the level of 
their abilities, or in positions for which they are either 
physically or temperamentally unsuited, there you 
find an organization with a personnel that changes 
rapidly. There are plenty of “sore heads” in business 
organizations. One main reason for their dissatisfac¬ 
tion is that they have never found their proper places. 
Some of them, through being squeezed into jobs which 
did not fit them, actually have become generally 
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unfit—^unable to hold any job for an appreciable 
length of time. If only they had been placed properly 
in the beginning, they might be useful and contented 
workers now. 

Formulate and use a plan to place men in the work 
for which they are best suited, and you will go a long 
way toward solving the problem of labor turnover. 

SOLVING THE PLACEMENT PROBLEM 

We all will admit the importance of having the 
right man in the right place. The stiff question is: 
how are we going to get him there ? 

When economic necessity drives a man to look for a 
job, he takes the job he is able to get at the time, 
regardless of how well or how poorly he is adapted to 
the work. In fact, he probably does not know what his 
capabilities are. 

Even when there is no economic pressure exerted on 
a worker and he is able to choose any work he desires, 
he usually is not able to make an intelligent choice; 
that is, a choice dictated by his capabilities. Most 
people really do not understand themselves, they do 
not know just what they can do best. Business and 
industry have suffered much and lost much because 
so many men have not known how to estimate them¬ 
selves and their abilities. 

Consider the young man about to enter business. 
Very seldom do we find that he has analyzed himself 
with care sufficient to know what special aptitudes he 
may possess; It is only after he has had considerable 
experience, and then, often by the merest chance, that 
he learns what his special talents are. 
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The young man probably is subject to many in¬ 
fluences which have no relation whatever to his 
personal characteristics. He may have entered a 
particular line of work because he wanted to follow 
in the footsteps of his father. He may have taken a 
job on the advice of a friend, although that friend 
may have been totally unfitted to give advice. Maybe 
his reason for taking it was that it paid more money at 
the start. 

None of these circumstances has anything whatever 
to do with his natural aptitudes and qualifications; 
they all are purely accidental. Sometimes the young 
man really thinks he is interested, having formed 
his opinion from a knowledge of the job’s more out¬ 
ward and seeming characteristics. Upon more intimate 
acquaintance, he learns that his interest was super¬ 
ficial and temporary. 

Unfortunately, there usually is no voluntary at¬ 
tempt on the part of the individual to select the work 
best suited to his physical abilities, his temperament, 
and his intellect. This, naturally, is not the fault of 
business. It has to do with factors concerned in the 
man’s development before he reaches the point where 
he wanted to select his life’s work—the home, the 
school, and perhaps, even, the business establishment 
in which he worked part time. 

Here and there systems of vocational guidance and 
training are attempted, but they have not as yet 
become sufficiently intensive or widespread to solve 
the problem. Since the individual is not able to 
designate his groove, it becomes a duty of business 
management to designate it for him. 
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THE ROLE OF FUNCTIONALIZING 

No Other factor has contributed so much toward 
making possible the development of scientific selec¬ 
tion and placement as has functionalization. When the 
work of the organization is separated into various 
specific functions, you are provided with definite 
factors which you are able to use. 

By so delimiting a position that it contains only one 
function, or at most a very few similar, correlated 
functions, you make specialization possible. In the 
business that is functionalized it is not necessary that 
the employee be able to do different and unrelated 
tasks in order to hold down his job. Through clearly 
marking the limits of authority and responsibility for 
every position in the entire organization, you can 
determine accurately the responsibilities and duties 
of every job, and, at the same time, the require¬ 
ments necessary in the man who is to fill the 
job. 


JOB ANALYSIS 

A logical outgrowth of functionalization is job 
analysis. It is of first importance as an aid in placing 
men intelligently and to the best advantage. 

In many organizations the practice in personnel 
work has been to emphasize the individual and his 
personal characteristics and fitness for the work. 
This may be all very well if you have a favorite 
nephew whom you wish to fit into the business. A 
casual survey of the various jobs which are to be filled 
is considered sufficient for placement purposes. 
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That is not the best method if efficient operation of 
your organization is the main consideration. You 
cannot fit a man to a job until you have first ascer¬ 
tained in detail just what the job includes. Definite 
and detailed knowledge of the activities involved in a 
job, the conditions surrounding it, and the qualities 
required in the person to fill it, are just as necessary 
as such knowledge about the person to be chosen. 

Job analysis is the separation of a job into its 
elements to determine the reasonable learning period 
of the worker, his production, and the effect of the 
work upon him. 

Each of these three factors affecting the worker 
must be studied. The first part of the study includes 
an analysis of the several elements of the job itself, 
to give a comprehensive picture of the operations 
which are included in performing it. The second part 
is an analysis of the factors and conditions surround¬ 
ing the job which modify it, and shows the circum¬ 
stances under which the operations are done and the 
relationship of the whole job to other jobs in the 
organization. 

Those first and second phases of the study are not 
concerned with the human factor; they are the 
external and mechanical aspects of the work. But 
no analysis is complete or valid unless the man on the 
job is taken into consideration, and so the third 
phase of the study must be undertaken—the work in 
relation to the worker. We must know what mental 
and physical qualifications the job demands of the 
person who fills it, and what effect it will have on him. 
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This naturally has an all-important bearing on the 
extent of labor turnover which may be expected in 
the organization. 

At the outset of your task of job analysis, you 
should have in mind two considerations: 

1. You must have the cooperation of the 

personnel. 

2. Your analysis must be as nearly scientific as 

possible. 

It is all too easy to arouse the antagonism of the 
workers and executives against what they might 
think of as mere prying or spying. You must win their 
confidence in both your motives and your ability. 
Tact and diplomacy will be necessary in your ap¬ 
proach to them; otherwise, they will close up and 
conceal from you facts which you should have. 

The object of your study, you must bear in mind, 
is to place in the job a man who can do the work with 
the greatest amount of satisfaction to himself and to 
the organization, and you need give no time to col¬ 
lecting material that is irrelevant or superfluous. You 
are not concerned with the abstract and apparent 
characteristics of the job under consideration, but 
with the definite facts about it. You must make a 
detailed study of all the phases of the work itself, and 
in most cases this will involve the use of time studies, 
motion studies, and similar detailed operating 
methods. 

All of the facts which you uncover should be so 
combined and so correlated as to suit best the pur¬ 
pose for which your analysis is made, and you should 
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State your results in a manner that is specific and 
understandable. 

JOB SPECIFICATION 

Your job analysis provides you with a definite and 
comprehensive basis for formulating/oi specifications. 

Job specification is a written statement of that 
part of the findings of the job analysis which 
are necessary in placing the worker in the job. 

The specifications should include such items as the 
following: 

—the name of the job, of the department, and of 
the foreman. 

—the rates and hours. 

—the opportunity for promotion. 

—the description and requirements of the work; 
that is, the process, together with the equip)- 
ment and the methods used. 

—the general working conditions, such as the 
place, the posture, and the hazards. 

—the personal requirements for the job: that is, 
the physical, mental, educational, and social 
requirements, including age, nationality, 
necessary training, and any other special 
requirements which may be pertinent. 

Specifications such as these have a double purpose: 

I. They supply to the employment manager, or 
whoever is in charge of hiring help, all of 
the information as to the qualifications 
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which an employee must possess in order to 
fill a particular position. 

2. They give to the person under consideration 
for the job a clear and adequate idea of its 
conditions, requirements, advantages, and 
disadvantages. 

With such specifications, it is possible to place the 
man in the job to the mutual satisfaction of employer 
and employee. Misfits can be avoided. 

Something more than job specifications, however, 
are necessary before you can acquire the ideal work¬ 
ing force for your organization. The specifications 
cannot be expected in all cases to operate auto¬ 
matically in matching jobs and men with perfect 
precision. The job of applying the specifications to the 
prospective employees, and vice versa, is in itself a 
job to be filled by a person possessing particular 
qualifications. 

Two employment managers, using the same job 
specifications, might select two very different men for 
the same position. The choice of one of those employ¬ 
ment managers would be better than that of the other. 
We must have the right man to use the job specifica¬ 
tions as his guide. 

If your job specifications are correct, the right man 
to use them is one who uses them in the way they 
would be used by the man who drew them up. If an 
industrial engineer has made the job analysis it would 
be advisable to let him select and train the man 
who is going to select men for the jobs. If a personnel 
psychologist has done the analyzing, he should decide 
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upon the man who will do the selecting in accordance 
with his views. 

In other words, the ideas of the man who made the 
analysis of the jobs in the organization should be 
carried out in the actual selection of men to fit the 
specifications he has formulated. Any other method of 
selecting the employment manager would result in a 
mixing of techniques which might, as has happened 
in many cases, bring disastrous consequences. 

The man who analyzes a job knows exactly what 
sort of man he needs to fill it, but he might not be 
able to imbue with his ideas another person who had a 
different conception of the work and so might mis¬ 
interpret the specifications. Safety lies in giving to the 
man who analyzes the job authority to choose the 
man who will carry out his ideas in personnel selection. 

THE INTERVIEW 

In most business organizations, the interview is the 
first step in selecting and placing the worker. Two 
primary purposes are served by the interview; 

1. It gives a preliminary estimate of the par¬ 

ticular man’s fitness for the particular 
job. 

2. It introduces the applicant to the organization. 

In an interview it is, naturally, impossible to find 
out all of the physical, mental, and temperamental 
characteristics of the prospective employee, but 
tactful and well-directed questions can elicit fairly 
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accurate information about the man’s personality, 
character, and attitude. 

In the selection of men for administrative or execu¬ 
tive positions, the interview is especially helpful. 
Here poise, appearance, bearing, and personality are 
important, and it is only by personal observation 
that such qualifications can be appraised. For the 
other jobs, especially those which require special 
types of labor, the chief value of the interview is in 
deciding which prospective workers merit a more 
searching examination, and what should be the specific 
nature of their examination. 

A competent interviewer is of prime importance in 
getting the right men into the right places in your 
organization. He should be the kind of man who does 
not consider men merely as machines for production, 
but who understands human nature. He should be 
interested in people. Through his ability to win the 
confidence of the men and women whom he inter¬ 
views, he must get from them sincere and truly 
informative replies to the questions he asks. To the 
applicant he is the representative of the company, 
from whom the first impression of the organization is 
received. His attitude should be such as to inspire 
respect, confidence, and good will. 

No matter how well informed an interviewer or 
employment manager may be, or how well trained he 
may be in his work, it is impossible for him to select 
the right man for every place in the organization, 
solely qn the basis of his own personal appraisal. 
There are just too many differences in people. No 
unsystematic observation and no amount of question- 
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ing will give you all the facts you may need to know 
about an applicant’s physical or mental qualifications. 

Even when the applicant is trying to be utterly 
frank and helpful in his replies, there are facts which 
often he does not know accurately about himself. 
Various aids, therefore, have been developed to help 
the personal judgment of the man who selects workers 
for placement. 

THE PHYSICAL EXAMINATION 

The physical examination is the most widely used 
of the aids to forming an estimate of a prospective 
worker’s ability. That a man cannot be placed 
intelligently in an organization until there is some 
definite knowledge of his physical capabilities or 
limitations, is universally recognized. An adequate 
physical examination, given to him by a competent 
and trustworthy physician, will reveal whether or not 
he has the physical abilities necessary to handle 
efficiently the work of the position for which he is 
being considered, and whether or not he can handle it 
without injury to himself. 

Especially thorough examinations are necessary for 
men under contemplation for particular kinds of 
work. It may be important to know about the work¬ 
er’s muscular strength, his manual dexterity, his 
eyesight, his hearing, or his resistance to heat, cold, 
glare, or dust. Such examinations make easier and 
simpler the placing of a worker in a job where he can 
use his abilities to the best interests of the organiza^ 
tion, and where his ability can be protected so that he 
may continue in the work in the future. 

147 



BUSINESS ORGANIZATION 


THE TRADE TEST 

In recent years trade tests have come to have a 
wide acceptance in the hiring of men in many indus¬ 
tries. Their purpose is to ascertain quickly the ap¬ 
plicant’s individual knowledge of the activities of a 
particular trade, and his ability and skill in perform¬ 
ing certain specific tasks in that trade. 

The method of applying the trade test varies, 
naturally, with the nature of the business organiza¬ 
tion, but, in general, three types of methods are used 
to elicit the following three kinds of information: 

1. His knowledge of the work 

2. His acquaintance with the tools 

3. His skill 

The first kind of information is brought out in the 
interview by means of carefully formulated questions 
calculated to check the applicant’s statements as to 
his ability and experience in a certain line of work. 
Such questions must be related directly to the work 
under consideration, and they must be so worded as to 
permit of only one definite answer. The right answers 
must be those that cannot be arrived at by guessing, 
but must show an actual knowledge or lack of knowl¬ 
edge of the trade. This is a technical interview and 
calls for more specific information than would a gen¬ 
eral interview. 

The second kind of information is obtained by show¬ 
ing to the applicant photographs of tools or parts of 
the work to be included in the trade. He is asked to 
identify them and explain their use. 
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The third kind of information is secured by asking 
the applicant actually to perform a part of the work 
involved in the job, with tools and materials which are 
provided to him. 

In some industries, the display of tools and the 
work-sample methods may not be practicable, but in 
all cases searching detailed questions as to the nature 
of the work, without interrupting the established and 
regular procedure of the organization, can and should 
be asked where experience is a requirement. 

Trade tests have their limitations, and they should 
be used only in connection with other methods of 
selection. They are of value only as an indication of 
the applicant’s acquired knowledge concerning certain 
work and give but little information as to his fitness in 
respects other than training or outstanding physical 
characteristics. They afford no basis for determining 
his natural aptitude for that work. 

THE PSYCHOLOGICAL TEST 

To secure information beyond the scope of the 
general interview and the trade test, psychological 
tests have been introduced into industry. Their 
purpose is to disclose facts about the actual and 
potential ability of the worker along mental, or 
intellectual, lines, and discover the special nature of 
his ability. Such knowledge, of course, is of great help 
in determining the type of work in which he would 
function best. 

The place of psychology in selecting workers, in so 
far as it has been developed, is limited. The psychol¬ 
ogist cannot claim to ascertain by test the nature and 
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extent of a particular person’s aptitudes. Neither can 
he claim to measure such individual qualities as 
temperament or emotional or moral characteristics. 
He can, however, measure potential mental ability. 
He can by a set of tests determine the level of a man’s 
general intelligence. 

Now, a knowledge of a man’s general mental 
ability is of importance in placing him judiciously 
in an organization. It is of value to know whether a 
man is mentally alert or mentally sluggish. Does his 
mind grasp things quickly, or does it take him too 
long to get the point? Naturally, you will not want to 
place workers of low mentality in responsible posi¬ 
tions, where they might be not only incompetent, but 
even dangerous. Neither would you want to waste an 
exceptionally good brain in a minor, routine job. 

With reasonable accuracy, a psychological test can 
measure a man’s mental resourcefulness: that is, his 
ability to learn and respond to training, his ability to 
reason, his adaptability to new situations. Such 
things, all within the category of general intelligence, 
are things you will want to know in hiring and placing 
him. 


TRAINING AND FOLLOW-UP 

No method of selecting and placing men, however 
carefully it may have been devised and however 
scrupulously followed, is infallible. You really cannot 
pass final judgment on a man until he has had an 
opportunity to show what he can do under actual 
working conditions. In action, fine points of his 
technical and intellectual ability, which could not 
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possibly have been disclosed in an examination or an 
inquiry, will show themselves. Nevertheless, they will 
have an important bearing on his willingness to 
cooperate and on his fitness for the work. 

It is especially desirable that we have information 
along such lines with regard to men who are being 
groomed for executive positions. We must, then, have 
a follow-up and training program to supplement our 
methods of selection and placement. Sometimes the 
follow-up should be accompanied by the practice of 
transferring the employee from one place to another 
for the purpose of determining just where and under 
what conditions he shows the highest degree of effi¬ 
ciency. Such additional data are invaluable in even¬ 
tually fitting him into the job he is qualified to fill 
to the greatest advantage. 

Training, however, is expensive, and it should not 
be wasted. In almost every case, the man needs to be 
trained to handle his work adequately in the organiza¬ 
tion, but it will do little good to try to give him train¬ 
ing if his capacity for improvement is not sufficient 
to enable him to profit by it. 

Training and follow-up cannot take the place of 
scientific selection in the first place. But in your 
selection, you should have training in mind, so that 
when you choose a man for your organization, you 
can determine then what type of training he should 
be given. 

THE DEVELOPMENT OF EXECUTIVES 

When a man is to be selected for an executive 
position, shall we get him from inside the organiza- 
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tion or without ? Opinions differ. In favor of the out¬ 
side choice there are two main arguments: 

1. He brings needed new blood into the concern. 

2. He is a better qualified man than can be found 

inside. 

If either or both of these reasons are valid in a 
particular case, then, by all means, bring in the out¬ 
sider. If he can bring to your organization brains, 
energy, and leadership such as you do not at present 
possess, then it is the part of wisdom to get him. 

Each of those reasons for the outsider, however, is a 
confession of weakness. If a man not in the business is 
better qualified to fill a particular position in the 
organization than any of the men who have been on 
the inside, then there is something the matter with the 
organization. 

The best opinion is that the most productive means 
of building up a strong staff is to train men already 
in the organization. Vacancies in the lower ranks can 
be filled from the outside, but for administrative and 
executive positions, both major and minor, an ade¬ 
quate training program is highly desirable. 

Three main advantages may be cited in favor of the 
plan of developing your own executives: 

1. You get a man with precisely the special 

qualities and viewpoint desired. 

2. You provide incentive to the staff. 

3. You can be reasonably certain that the man 

will handle the job satisfactorily. 

Only in the rarest of cases can you find a man out¬ 
side who has exactly the special qualities and the 
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particular viewpoint desired in your organization. 
Almost always he is accustomed to other methods, 
other ways of thinking, than yours. There is much 
that he must unlearn before he can be thoroughly in 
harmony with your policies and with the peculiar 
conditions which must of necessity prevail in your 
particular organization. The man who has come up 
from the bottom, on the other hand, already is thor¬ 
oughly steeped in your policies and your methods. 
The new position is, for him, not change, but growth. 

The incentive to the rest of the organization pro¬ 
vided by promoting a man from inside the concern is 
well worth considering. Ambition is aroused and 
effort is stimulated when men see one of their 
fellows rewarded for his ability. They see that they, 
too, have something to strive toward. When an out¬ 
sider is brought in and placed over the heads of men 
who have worked for the concern for a considerable 
period of time, workers who feel that the position 
should have gone to one of them, get discouraged. It 
is thus that morale is weakened and labor turnover 
increased. 

To gamble on the ability of men in responsible 
positions is dangerous, and there always is an ele¬ 
ment of risk in taking on a man who has not heretofore 
worked with your particular organization. You can be 
reasonably sure, however, that a man with whose 
ability you already are familiar, a man who has 
shown ability in one position, will be capable of 
handling still greater authority and responsibility, 
provided, of course, that he has been given the proper 
opportunity to develop by learning the work ahead of 
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him. No matter how well trained the outsider may be, 
he cannot have the background of intimate knowl¬ 
edge of the policies and methods possessed by the 
insider. 

While the inside promotion policy is, on the whole^ 
a wise one, there is a danger of promoting men un¬ 
wisely and thus having misfits in positions of impor¬ 
tance. A man may have shown remarkable ability 
in the work he has been doing, but it would be unwise 
to promote him to the head of a department if he 
lacks the leadership or directive ability necessary in a 
high executive position. 

THE TRAINING PROGRAM 

On the other hand, a man may have potential 
executive ability, but it would be unwise to place 
him in a position of authority until he has been fitted 
for it by training. Within the organization there 
should be some means by which the employees can be 
trained and educated consistently. 

The purpose of a training program should not be to 
mold all of your men to one pattern. It should be 
formulated and established carefully with a view to 
developing individual talents. Someone in authority, 
merely on the basis of his own experience, cannot 
promulgate an adequate training program. Careful 
scientific investigation is necessary. All ranks in the 
organization cannot be trained alike; the manner in 
which an executive is trained is very different from 
the methods to be used in increasing a worker’s 
ability. The needs of all grades and classes of men in 
the organization must be taken into consideration if 
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the training program is to be as comprehensive as 
it should be. 

THE UNDERSTUDY PLAN 

Many organizations have found the understudy 
plan in the training of executives to be productive. 
It is of advantage not only to the man learning the 
larger job, but to the major executive himself. With 
an understudy capable of taking over his responsibili¬ 
ties and his authority, the executive is free to devote 
his time to the larger problems of his work. 

Not only that, but the understudy is a sort of 
stability insurance. If circumstances should necessi¬ 
tate the absence or withdrawal of the major executive, 
the smooth operation of the organization would not be 
interrupted. Being in constant contact with the 
executive, the understudy has an excellent opportun¬ 
ity to learn his viewpoint and his methods of 
procedure. 

There is one possible danger to be avoided in the 
understudy plan. The executive, at times, has come 
to lean so heavily on his assistant, that he has com¬ 
pletely overlooked the understudy’s qualifications 
for a more responsible position. This injustice to the 
minor character usually is inadvertent, but it has been 
known to be willful. 

THE THREE-POSITION PLAN 

If there have been established in your organiza¬ 
tion definite lines of promotion along which the 
employees can progress as they become qualified for 
advancement, you probably will be able to make 
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eflF^ective use of the well-known three-position plan of 
promotion, by which men fit themselves for more 
important work. This plan considers each man as 
occupying three positions in the organization: 

1. His previous position 

2. His present position 

3. The position next above him 

With reference to his previous position, he now is a 
teacher instructing those who are learning the work. 

In his present position, he not only has charge of the 
work, but he is teaching the men below him who are in 
line for the job he now has. 

As to the position immediately above him, he is the 
pupil under instruction by the man who now is hold¬ 
ing that position. 

The three-position plan has been widely used with 
generally good results. 

GENERAL TRAINING 

Neither the understudy plan nor the three-position 
plan is applicable to all of your workers. For the 
large number of employees In subordinate positions 
more general methods of training must be used. 
Common mediums for providing such training in the 
larger corporations are continuation schools, ap¬ 
prentice schools, vestibule schools, training depart¬ 
ments, and corporation schools. 

In smaller organizations, classes of instruction in 
subjects of particular value to the workers have been 
found to be effective. Such classes are supplemented by 
the training which the workers get through the in- 
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struction and supervision of bosses, foremen, and 
supervisors. 

Though it is not now widely used, some organiza¬ 
tions still find the old-fashioned individual apprentice 
method successful in giving to the young worker the 
training he needs. 

VOCATIONAL GUIDANCE 

Training at any time is worth while, but the most 
valuable training of all is the training of the worker 
before he becomes a worker. The business organiza¬ 
tion of today must of necessity waste time, effort, 
and money in the attempt to train people for lines of 
work to which they are not suited and never can be 
suited. Vocational guidance and technical training of 
young people, going as far back as the early years 
of high school, can do much to lift from the shoulders 
of business the entire burden of the responsibility 
for placing the right men in the right jobs. 

Fortunately, such vocational guidance is on the 
increase. When the time comes that men will seek a 
particular kind of work because that is the one kind 
for which they are physically and mentally best fitted, 
workers and business both will benefit. 
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♦ ♦To MAKE sure the right 

men are in the right places in your organization, 

you take these steps: 

1. Analyze each job, separating it into its ele¬ 
ments to determine the reasonable learning 
period of the worker, his production, and the 
effect of the work upon him, 

2. Formulate written job specifications. 

3. Determine the fitness of the prospective 
worker by interview, examination, and tests. 

4. Inaugurate a system of instruction to enhance 
the worker’s usefulness. 

5. Establish a training program for promotions 
from the inside. 


4 * ♦ 
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^An Employment T^roblem 


A COMPANY with a large number of re¬ 
gional divisions is engaged in the 
processing and sale of a widely used com¬ 
modity. The working force in each region 
is duplicated by that in the other regions. 

In the hiring of men for particular 
jobs in any division, two main purposes 
must be served: 

I. The working force must be compe¬ 
tent and stable. 

2. The duties involved in particular 
jobs must be the same for all the 


regions. 

To serve these purposes, a thorough 
job analysis is necessary. 

How would you start such an analy¬ 
sis.? 

What would it look like when you 
set it down on paper ? 

What would be done with it after 
you set it down ? 

Write out a job analysis for some minor 
position—warehouseman, for example— 
and then compare it with a job analysis in 
a large oil company, as shown on page 296. 
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Directing Operations 

TTJe now have a complete business machine. 

’ ' Through the establishment of our policies we 
realize clearly and distinctly what we desire it to 
accomplish. Through our process of functionalizing, 
we know precisely how each part of the machine is to 
contribute to the accomplishment. Through scientific 
selection and training of the workers, we have ade¬ 
quate, strategically placed man power. We now are 
ready to turn on that power. 

Thus far our scientifically constructed business 
organization is idle and useless. We must have a 
directing force to set it in motion and to keep it 
going. Direction is a factor which we must embody in 
the structure of the business if it is to operate suc¬ 
cessfully. We must have, within the concern itself, 
some means of coordinating the active energy of each 
operator and each operative, and guiding it along 
predetermined paths to the common end we have in 
view. 

Direction is the factor which governs the con¬ 
duct of the entire business organization. 

In direction is the origin of all judgments and the 
source of all decisions. In direction we have a force to 
combat the tendency of the business machine to slow 
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down. In it we have the constantly applied force 
which keeps it going toward the desired goal. 

Merely to start the organization going in the right 
direction is not sufficient. The push at the start is not 
enough to keep it going straight, or even to keep it 
going at all. Business stops if it is allowed to drift. 
There must be a constant push against hampering 
and hindering conditions and circumstances. The 
constant stimulation of new ideas is needed. New 
developments must be seen and used. The ruts of 
outworn methods must be avoided. For these needs 
we have direction. 

THE SCOPE OF DIRECTION 

Direction includes all those factors which determine 
the type of action the organization is to take, not 
alone in keeping the organization as a whole running 
efficiently, but in keeping each part operating at 
maximum efficiency. Naturally, all direction must 
originate with the men who are in charge of the busi¬ 
ness, and, in a sense, all directive factors can be traced 
back to them or to their subordinates. Their directive 
skill consists in the ability to render correct directive 
decisions, and such decisions make up the major 
part of the task of direction. 

But direction is more than that. It includes factors 
that are more or less permanent. Among these factors 
are the policies which map out the course the business 
is to take. Supplementing the policies are the stand¬ 
ard practices which designate the best means and 
methods of operation under certain conditions. Then 
there are written instructions for the transmission of 

i6i 



BUSINESS ORGANIZATION 


decisions; they, too, are directive factors. In other 
words, direction includes all those semi-permanent 
factors of analysis, common sense, and experience 
which are most effective and without which central¬ 
ized supervision is impossible. 

Said an industrial engineer recently in explaining 
the nature and scope of business direction: 

The analogy of steering an automobile is a perfect one. The 
operator who takes his seat behind the wheel, must know how 
to turn on the ignition, press the starter, shift his gears, and 
press down on the accelerator, before he starts oS, 

He knows his destination and the roads he must take to get 
there. He must know how to direct his car up this road, turn 
the next corner, stop at a red light, start up again, swing out 
and around a slowly moving vehicle ahead of him, jam on his 
brakes as another car recklessly cuts in from a side road, swerve 
to avoid an excavation in the road, shift to second speed as he 
mounts a steep hill, and keep on his way. 

Throughout his course, he knows he must keep at least one 
hand on the wheel, removing one from time to time to signal 
or to shift gears. His feet will have to be in constant action, too, 
what with the starter, the clutch, the brake and the accelerator 
to be operated. All of those many motions he will have to go 
through in his course toward his destination—motions dictated 
by his desire to make progress in a definite direction, and mo¬ 
tions necessitated by the ever-changing conditions he encoun¬ 
ters. For everything he is to do, a set of motions is prescribed. 
The prescribed motions constitute the task of direction. 

DIRECTIVE PLANNING 

In most business organizations not enough atten¬ 
tion is given to the matter of direction. Plenty of 
thought is given to doing things, but insufficient 
consideration to planning them. The result is bustling, 
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instead of accomplishment. You may press your 
accelerator to the floor, but if you race your car 
around in circles, you will get nowhere. 

Often the heads of a business have failed to steer 
the organization directly toward a definite objective; 
often they have neglected to establish in advance the 
methods of reaching their objective. Instead, they 
have operated from day to day by whatever means or 
methods seemed handiest or most useful at the mo¬ 
ment, regardless of whether or not they would hurt or 
help the business in the long run. 

The most valuable element in direction is the 
formulation of decisions on a basis of concrete facts 
which have been carefully segregated, evaluated, and 
correlated into a definite plan of action. It is all very 
well to insist on going at top speed, to keep your organ¬ 
ization working at maximum capacity, but action 
should not be stressed at the expense of planning. 

HOW TO FORMULATE DECISIONS 

Merely to know the general direction of your busi¬ 
ness is not sufficient, just as it would not be sufficient 
for the motorist to start toward the point of the com¬ 
pass in which his destination lies. You need more than 
planning ahead; what you need is to use a definite 
method in your planning and in the formulation of 
your decisions, no matter whether the planning and 
the decisions concern the general purposes and aims 
of the business or only the settlement of some minor 
problem of technique. 

Naturally, the methods of making decisions vary 
widely, and the decisions themselves vary in their 

163 



BUSINESS ORGANIZATION 


value according to the way in which they are formu- 
lated. In general, we may say that decisions are of 
three kinds: 


1. Rule-of-thumb 

2. Common-sense 

3. Scientific 

The rule-of-thumb decisions are little better than 
those of snap judgment, which are based on casual 
information, limited personal experience, or intuition. 
Such decisions are likely to represent old-fashioned 
ideas and inefficient practices rather than up-to-date 
methods, because the experience or knowledge of the 
man making the decision is confined to those practices. 

Many an executive whose knowledge of the business 
is limited to his own organization believes that his 
business is unique and cannot profit by the experience 
of other concerns. The fact of the matter is, of course, 
that there are certain basic principles which hold true 
for every organization. 

In spite of the fact that his decisions are based al¬ 
most exclusively on his own experience, the rule-of- 
thumb man usually keeps no permanent record of his 
experience in given circumstances and situations, and 
he is dependent upon his memory to reproduce the 
circumstances. There may be some elements that he 
fails to remember. Generally such a man fails to take 
advantage of developments or improvements in his 
field, because he is too conservative, and hesitates to 
make any decision which will alter established meth¬ 
ods of operation. 
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The common-sense decision often Is common-sense 
In name only. The man who likes to think of himself 
as practical, rather than analytical, Is likely to lack 
the conservative tendencies of the rule-of-thumb man. 
True, he Is ready to profit by the experience of others, 
and he Is willing to accept the opinions of men whom 
he considers to be successful In their fields, but con¬ 
clusions only are what he Is Interested In. He Is not 
willing to analyze the experience of the other men so 
that he can apply It Intelligently to his own business. 
He falls to reason out what would be the best course 
for him to take on the basis of his findings. 

Ordinarily, the self-styled practical man with the 
so-called common-sense method of attacking prob¬ 
lems, like the rule-of-thumb man, keeps no record of 
findings so that he can correlate them Into a logical 
basis for judgment. He Is all too likely to follow 
the line of least resistance and to make his decisions 
with regard solely to the expediency of the moment. 

THE SCIENTIFIC METHOD 

To be safe and efficient, decisions should be based 
on definite and complete knowledge and should be 
arrived at scientifically. In the scientific method, four 
distinct steps facilitate the solution of a problem: 

1. The elimination of the personal attitude. 

2. The analysis of the whole problem and of each 

of its parts. 

3. The collection, classification, and evaluation 

of all available data relating to the problem. 

4. The drawing of a conclusion on the basis of 

the appraised data. 
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The elimination of the personal attitude toward the 
situation is important. As long as you allow your 
personal preferences or prejudices to enter into con¬ 
sideration of the problem, your judgment will be 
biased and your opinion lopsided. Open-mindedness is 
a condition precedent to fair or logical decisions. 

The analysis of the problem simplifies it and makes 
it understandable. If you look at a complicated 
problem as a whole, you are likely to be appalled at its 
complexity, but if you segregate the various phases of 
it, it will become clarified and the difficulties in the 
way of a final solution will melt away. 

By collecting, classifying, and analyzing all the 
available data you get a comprehensive knowledge of 
all the facts which are pertinent, and you bring 
out the significant relations that may exist among 
them. 

It is when you come to draw your conclusion from 
the data and to make your final decision that the 
preservation of the impersonal attitude is most 
essential. You must not restrict the basis of your 
decision to your own experience and your own inclina¬ 
tions, you must not let your own preconceived ideas 
count too heavily, but you must be careful to use 
information from other sources as well. 

To possess and evaluate all the facts is the essence 
of the scientific method. By no other method can 
thoroughly reliable conclusions be reached. 

While the scientific method always is to be desired, 
there arise in the daily operation of every organiza¬ 
tion, problems to be solved immediately, questions 
to be decided rapidly, where there is neither time nor 
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opportunity for the scientific method. Even though 
these problems may be of only temporary importance, 
their adequate solution is essential to the efficiency 
of the organization. 

With such problems, then, it is desirable that the 
executive handling them so order and arrange things 
that his method may be as nearly scientific as possible. 
This he may do by reducing his work to routine, as far 
as possible, and by organizing completely all of the 
detail involved in it, so that in the normal course of 
things he will be supplied almost automatically with 
all of the essential information. If a man has been 
trained in the use of the scientific method, and if he is 
in possession of the necessary data, he will never base 
his conclusions upon hunch or conjecture; he will 
weigh the actual facts as they should be weighed. 
Naturally and without effort, he will use the scientific 
method. 

Aside from sporadic or ephemeral problems, there 
are problems of a semi-permanent nature, such as the 
selection of policies or the establishment of standard 
practices, which continually are involved in the 
operation of the business. In these matters, decisions 
should be made only after a thorough analysis of all 
of the facts pertaining to each individual phase of the 
problem has been made; that is, after the scientific 
method has been applied completely. 

Such decisions have a tremendous influence on the 
success or failure of the business, for they determine 
factors which are to operate over long periods of time. 
Therefore, neither time nor care to formulate them 
should be begrudged. 
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DIRECTION BY POLICIES 

By establishing the purpose of the business, the 
principles according to which it is to operate, and, to 
a certain extent, the methods to be used in operation, 
the general, major, and departmental policies play an 
important role in the direction of the organization. 
They are stable and permanent manifestations of 
direction. As such, they serve as the keynote for all 
the other directive decisions. They are the major 
directives which coordinate all the other directive 
factors. 

By outlining the course of action which the business 
is to follow, policies direct, not by establishing detailed 
rules of procedure, but by providing a basis for further 
decisions and by placing certain limitations upon 
them. Policies designate the kind and type of method 
to be used, rather than state the exact details of the 
method. The direction exercised by the policies is not 
specialized and individual, but general and inclusive. 
Even the departmental policies rarely will include 
standard practices. 

IMPERSONAL DIRECTION 

The operating activities of a business organization 
are so numerous and so diverse that no policies, how¬ 
ever comprehensive, can be detailed enough to give 
sufficient direction. Neither can the men who direct 
the whole organization, or even one of its depart¬ 
ments, personally supervise and direct all of the 
operators in the fields over which they have jurisdic¬ 
tion. To detect inefficiencies, to decide promptly 
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how each separate task should be done, and to show 
each man how to do his work, would take unlimited 
time and a familiarity with detail that would make it 
impossible to give consideration to matters of larger 
import. 

Operations are so complex and workers so many in 
any but the smallest concerns, that comprehensive 
personal direction is impossible. This fact has resulted, 
in many cases, in the neglect of detail management 
to the extent that efficiency of performance and 
uniformity of output have been lost. 

To avoid such consequences, it has been necessary 
to simplify direction and make it more definite by 
standardizing decisions to the greatest possible 
extent, not only through definite and stable policies, 
but by adopting methods and means standard to all 
operations. When a single worker made an entire 
article for custom trade, for example, it might have 
been advisable to let him choose his own tools, mate¬ 
rials, and methods. Modern quantity production, 
however, demands uniformity and low cost, and these 
can be obtained only by using methods, materials, 
and equipment that are of the greatest value. 

Our big problem today is to get back the very real 
advantages attendant on the personal direction of 
operation, but to get them through the modern 
channels of standardized procedure—through imper¬ 
sonal direction. 

STANDARD PRACTICES 

The principle of standard practices is as old as the 
hills. To the development and maintenance of staod- 
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ards, in large measure, may be attributed the whole 
progress of civilization. Only by transmission from 
one generation to the next of those practices and 
methods which experience has shown to be best, has 
any advance been possible. 

As long as the transfer of standards which had been 
formulated was dependent upon personal contact, 
progress was slow and uncertain, and much that had 
been learned was lost. Transfusion of ideas was 
limited, and there was little basis for enlightening 
comparisons of technique. 

In industry, business was slow as long as methods 
and processes remained family matters, as long as 
every organization kept secret the standard practices 
which it had developed. Since the efficiency of 
methods in different organizations could not be com¬ 
pared, the only road to improvement was along 
individual experience. 

Fortunately, industry at last developed a broader 
vision, and cooperation began to provide an oppor¬ 
tunity to combine and compare knowledge and experi¬ 
ence. The establishment of more efficient standards 
then received a tremendous impetus. Today, the aim 
of every business organization is to discover, wherever 
it may be found, the one most effective method of 
performing every task, and to establish that method 
as standard. 

WHAT STANDARD MEANS 

A standard is a method or means which has been 
decided upon as the best that can be devised for 
accomplishing a certain task under existing condi- 
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tions and has been established as a model to which 
subsequent performance of that task must conform. 

Standards do not apply to methods alone. They are 
equally applicable to men, materials, machines, and 
equipment—to every factor and phase of operation. 
It is obvious that if you standardize an article, you 
must standardize the specifications for it. The speci¬ 
fications cannot be standard unless the materials, the 
machinery, and the tools used in working on the 
machinery also are standard. Wherever the factors 
involved are being repeated, or wherever they are of a 
semi-permanent nature, standardization is almost 
indispensable. 

In the average organization there are innumerable 
matters whose constant recurrence makes it necessary 
to decide on some one definite way of handling them. 
It would be absurd to be obliged to make a fresh 
decision every day about the method to be used in 
routing orders, and about what material is to be used 
or what process employed. What you do, of course, is 
to find what the best practice is and establish it once 
and for all. 


IMPROVING STANDARDS 

While standards are intended to be lasting, it does 
not follow that they should be inelastic or should resist 
change. Merely to set up a standard method by no 
means shuts the door to Improvement. The purpose 
of standards is to establish the best way of doing 
things, and in keeping with that purpose there must 
be a constant search for better ways. 
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No Standard, even one that is unquestionably the 
best at the time of its adoption, is proof against 
changing conditions. To maintain any standard as 
permanent would be to invite obsolescence. Even 
though the task to be done remains the same, im¬ 
provements in technique, equipment, or materials 
may render the established method relatively worth¬ 
less. Old principles must be applied by new methods. 

The necessity for constant revision and replace¬ 
ment of standard practices, however, by no means 
lessens the importance of establishing them. Without 
the initial adoption of standards, there would be no 
basis for improvement; it would be impossible to 
judge of the value of a proposed method. 

While an established standard is a stimulus to 
improvement, it serves, also, as a necessary check on 
improperly considered methods already in use. When 
experience shows that a particular standard gives 
satisfactory results in certain circumstances, it is 
manifestly not advisable to alter the standard merely 
for the sake of novelty, or to condemn the old method 
on insufficient evidence. It is possible, where there is 
dissatisfaction, that it is not the standard that is at 
fault but the practice itself or those who are enforcing 
it. In any case, standards should be revised only after 
investigations as thorough as those accompanying 
their adoption, lest change mean deterioration. 

ADHERING TO STANDARD 

While in force, a standard must be strictly adhered 
to; otherwise its benefit is nil. There is little reason for 
establishing it, if it is not to be employed consistently 
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in its field of operation. If each operator were allowed 
to do his work according to his own ideas, each would 
use a different method. This would have two unde¬ 
sirable results: 

1. There would be a lack of uniformity in per- 
, formance, with some using good methods 

and others bad, and with consequent hin¬ 
drance to operation through friction and 
discord. 

2. There would be a lack of uniformity in output, 

resulting in injury to reputation and loss of 
customer good will. 

Uniformity of both operation and product must be 
maintained. To maintain it, the use of the established 
standards must be absolute and consistent throughout 
the fields to which they apply. 

PRACTICES AND PERFORMANCE 

In speaking of standards at this time, it must be 
remembered that we are speaking of standard 
practices. Often standard practices are confused with 
standards of performance. The two are wholly distinct 
and relate to two different phases of organization. A 
standard practice is a directive factor to guide oper¬ 
ation ; a standard of performance is a factor to measure 
the efficiency of the operation. A standard practice is 
a method or means already in use; a standard of 
performance is something to be attained by the oper¬ 
ation, such as the quantity or quality of output it is 
estimated a worker should produce by using a partic¬ 
ular method. 
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Standard practices are a prerequisite to the estab¬ 
lishment of accurate standards of performance, which, 
in turn, are essential in maintaining effective control. 
Unless you use standard methods and means in doing 
a particular job, you will be unable to determine in 
advance the amount of time, quantity of material, or 
amount of labor that will be required. Without stand¬ 
ards, you have no basis for estimating the capacity 
of any division of your organization, or even of an 
individual worker. The best you can do is to guess at 
what you should expect from the departments and 
workers. Under such circumstances, you are likely 
either to make unfair demands or to underestimate 
the capacity of your organization. 

THE VALUE OF STANDARDS 

Just as Standard practices control standards of 
performance, so do policies control standard practices. 
After the policies have outlined the nature of the work 
to be done, the standards get results by telling 
specifically how the work is to be done. By furnishing 
the detailed direction necessary to the maintenance of 
the policies, and to the continued use of the best 
methods, the standards become effective in operation. 

Standards benefit both management and workers. 
From the executive they remove the burden of con¬ 
tinually deciding questions concerning detail work of 
their subordinates; such work is made routine. All 
the information the worker needs concerning methods, 
materials, or equipment, is embodied in the standard 
practices, ‘ and can be conveyed to him by written 
standard-practice instructions. 
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Definite standard practices facilitate instruction by 
furnishing an exact method which can be taught to 
the worker. They also make supervision effective by 
giving to the executive a definite means of checking 
performance. The executive is left free by the stand¬ 
ards to give his time to enforcing the standard prac¬ 
tices, to instructing the operators in using them, and 
to personal supervision of execution. 

With standard practices you can get the full bene¬ 
fit of the brains you have in your organization. By 
letting the best minds plan all the details of the work 
in advance, you have a procedure which has been 
developed by the men best able to develop it. The 
operator will not have to figure things out for him¬ 
self, which is a good thing for the organization, for 
the average operator, within the short time allowed 
him, does not possess the knowledge and experience 
sufficient to enable him to find the one best method. 

THE EFFECT ON THE WORKER 

How Standardization affects the worker as an 
individual is a matter concerning which there is 
considerable difference of opinion. There are those 
who say it is harmful. 

The principal argument against standards is the 
charge that they reduce the worker’s task to a purely 
mechanical operation, demanding nothing of his 
ability to think and affording him no opportunity to 
exercise his own initiative or ingenuity. 

Those who combat that argument admit that the 
worker who performs the same task day after day in 
exactly the same way becomes so familiar with it that 
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the process becomes a matter of habit and requires 
little or no thought. But it does not follow, they point 
out, that the worker has no opportunity for thought 
or initiative in connection with the job. 

If the worker really has ambition and ability, his 
intimate knowledge of every factor in the standard 
practice will place him in a position to make construc¬ 
tive suggestions as to improvements. The established 
practice gives him a basis on which to work, they 
contend, and his constant use of it may enable him to 
discover advisable changes. 

A reasonable view of the matter seems to be that 
standardization places little premium on brains, and 
the ability of the exceptional worker is not made 
evident where standard practices are used. 

It is possible, however, that this disadvantage is 
outweighed by the advantage that standards enable 
the worker to perform tasks that otherwise would be 
above the level of his skill. Standardization has so 
simplified many jobs that numerous workers have 
been lifted from the ranks of laborers to the status of 
skilled workers. While standardization will not make a 
good worker out of a poor one, it does enable the 
average worker to make better use of his abilities and 
his efforts. 

On the whole, standards seem to be more beneficial 
than harmful to the worker. There is always a demand 
for exceptional brains and skill. The men who have 
these, plus the necessary initiative, need not remain 
at tasks where their abilities are throttled. Out 
of the standardized job such a worker can make his 
opportunities. 
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DETERMINING STANDARD PRACTICES 

The determination of standard practices is a 
responsibility of management; their execution is a 
responsibility of the workers. In large-scale produc¬ 
tion, where uniformity of product and low cost are 
essential, workers never should be left free to 
choose their own tools and their own methods of 
operation. 

In almost every business we find standards. In 
some, the practices have become standard merely 
through habitual use, without thought having been 
given to their formulation. In some, they are the 
result of careless selection by the management to 
meet an immediate need; in some, they are the chance 
choice of the operators in the absence of definite 
instructions. In some, they are the result of a gradual 
settling of operation into grooves. 

Even such standards may be of value if they are 
recognized and followed consistently, for they assure 
uniformity of operation. Only in rare cases, however, 
have they any merit other than consistency. 

Somewhat better are the standards which have 
been formulated by the manager on the basis of 
experience which has seemed to indicate that one 
method was better than another. But this method 
of accepting individual experience, unchecked and 
uncorrelated by skilled observation, is superficial 
and may be wasteful. However, such standards do 
result in uniformity and eliminate confusion, and to 
that extent they are worth while. They are better 
than no standards at all. 
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In the small or medium-sized business such stand¬ 
ards may be serviceable, for there is opportunity for 
personal direction and supervision, and the man who 
formulates the standards can see personally to their 
execution. In large organizations, however, where 
there is little opportunity for personal direction, and 
where standards must operate on their own merits, 
the only safe method of establishing standard prac¬ 
tices is the scientific method. 

Among all the possible methods for performing a 
task, there is only one best way. This should be the 
standard. Only by a complete scientific study can it 
be determined. 

ESTABLISHING STANDARDS 

The scientific establishment of standards is compre¬ 
hended In the answers to four kinds of questions: 

1. What is the reason for establishing new 

standards ? 

2. What developments have taken place and 

what practices are now in use ? 

3. What that is wrong in present practice can be 

eliminated, and how can the remaining 
facts be classified to show their essential 
relationships ? 

4. How can these facts be correlated in the most 

efficient standard practices ? 

Before seeking a standard we should understand 
clearly what is the purpose governing Its formulation. 
What relations has it to the rest of operation ? Precise 
knowledge of the result which is desired to be accom- 
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plished is necessary to investigation of ways and 
means. 

Next, we must find out what the business actually 
is using in men, methods, machinery, and materials, 
and why the particular standards have been adopted. 
Investigation of the experience of the organization 
we are interested in, and of similar organizations, will 
show how and where some usages have failed and 
some succeeded. By studying existing conditions, we 
shall see the extent to which present practices have 
taken advantage of this experience. 

We must have all the facts pertaining to our prob¬ 
lem, so that we may not be led to false assurances, 
wrong conclusions, and dangerous experiments. In 
order that the practices we establish may be workable, 
we must draw our facts from an analysis of actual 
operation. 

Suppose, for example, that we should determine 
that a particular material is most suitable in a par¬ 
ticular manufacturing process. This material, we 
might find, is not available. We then should be 
obliged to use the material most nearly like it that 
could be obtained, and we must use that material 
as the standard. This different material might necessi¬ 
tate a change in the process of working it, and so it 
would have a bearing on the determination of the 
standard methods. Such limiting factors as these 
make it impossible to formulate standards on a 
theoretical basis; we must investigate actual working 
conditions. 

As a result of studying carefully every detail of 
operation, we assemble a complete collection of facts 
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about operation, and we discover parts of the work 
which are not being done well—slipshod methods 
which have been allowed to survive through ignorance 
or carelessness. These wrong practices we eliminate, 
and we classify the remaining facts to show how they 
are related one to another. 

We now are ready to see how we can correlate all 
our facts into the most efficient standard practices. 
We must consider both the present conditions sur¬ 
rounding the job for which a standard is to be set up, 
and the relation between that standard and all the 
other standards with which it will come in contact. 
The practices must not be a scattered collection of 
unrelated units. They must comprise a coordinated 
group. 

If our standards are arrived at by the scientific 
method—all the facts taken from practical operating 
conditions, analyzed scientifically, and completely 
coordinated—they will embody the best practices 
that experience and present knowledge can develop. 

RESPONSIBILITY FOR STANDARDS 

In a small organization it usually is the manager 
who, with the assistance of the men under him, selects 
the standard practices. In such case, the standards, 
although not scientific, provide a definite and uniform 
method of procedure. Ordinarily, however, there 
is no one person explicitly responsible for seeing that 
the standards are maintained, with the result that 
even the workers who helped to set the standards 
often become lax in following them. Especially is 
this true when the standard practices are not set down 
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in written form. Deterioration can be avoided only by 
having the manager give the closest attention to the 
execution of the standards. 

In an organization of medium size, a consulting 
engineer or other professional may be employed to 
make an expert study before standards are formu¬ 
lated, with the manager and workers developing 
the standard practices on his information and with 
his advice. The help of this specialist is valuable, for 
it brings knowledge of other concerns and furnishes 
the benefit of wide experience with standard practices. 

After the outsider has done his job and the stand¬ 
ards are formulated, someone in the organization who 
has been trained in the work, and who is familiar 
with the best methods, should be given charge of 
establishing the standards, so that he can supervise 
their enforcement after the consultant leaves. When 
standards, correctly arrived at, do not prove satis¬ 
factory, the usual cause is that they are not observed 
in operation, they are not used consistently, or they 
are never changed to meet new conditions. With 
some one man continually maintaining them, how¬ 
ever, they will result in maximum efficiency of 
operation. 

Large organizations offer the greatest opportunity 
for standardization. Here standards should be estab¬ 
lished by specialists throughout. In some progressive 
concerns, indeed, whole departments of men expert 
in the various fields are devoted to standardizing. 
In the production division, for example, there will be 
a standards department, or a specialist in charge of 
standards, to decide on the practices of all phases of 
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work in the division. Similar setups are provided for 
the sales division and the division of general ad¬ 
ministration. Such centralization of standards in 
each department is necessary to secure unity and 
coordination. 

These specialists and departments provide the 
necessary continuing responsibility for the main¬ 
tenance of the standards. After all, standardization 
is not complete and permanent upon the establish¬ 
ment of a set of comprehensive standard practices. 
Someone must see whether or not the standards are 
getting the results expected of them and whether 
improvements can be made in the practices. Other¬ 
wise, the business would settle into a rut. 

Complete and accurate standardization of the 
whole of a large organization is a gigantic task. 
Results cannot be obtained quickly. The formulation 
of the most efficient standards is a full-time job of 
study and analysis for somebody, and the men who 
do it must stick on the job until it is completed. It is 
not sufficient that standards be established here and 
there in the organization. Such establishment will be 
of some benefit, but it is only through the formulation 
of a comprehensive and coordinated set of practices, 
that the full benefits of scientific standardization are 
obtained. 


DIRECTIONS IN WRITING 

The directive factors are exercised through instruc¬ 
tions. No matter how accurate the decisions or how 
well formulated the policies and the standards, they 
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are incapable of directing the organization in the 
absence of instructions. 

For instructions to have full value, they must 
reach the worker in clear and understandable form. 
One of the most frequent sources of trouble in organ¬ 
izations is the failure of the worker to understand 
the instructions that are given to him. Misunder¬ 
standings result In friction, in waste of time, materials, 
and effort, and in incorrect execution of orders. 

Only when the worker knows exactly what he is to 
do will these difficulties be avoided. Direction, to be 
effective, must travel from its source to its objective 
without change or modification. This can be accom¬ 
plished in only one way—through instructions in 
writing. 

Two main classes of orders always should be in 
writing: 

1. Those which have to do with coordinating and 

planning the work involved in immediate 
operation. 

2 . Those which give instructions for carrying out 

the established standard practices. 

ORAL INSTRUCTIONS 

To have every order written out and delivered to 
the person who is to execute it would, of course, be 
needless red tape. Written instructions, if practiced 
properly, facilitate and simplify operation; but where 
the task to be done is simple in character, where it is 
not closely related to other tasks, or where part of 
the planning is left to the operator, the instructions 
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usually will be by word of mouth. The greater part of 
the orders, in fact, except where standard-practice 
instructions are used, probably will not be written. 

Because oral instructions have their limitations, it 
is desirable to issue instructions in writing wherever 
practicable. A chief defect of oral orders is that they 
are likely to be misinterpreted because transmitted 
inaccurately. The man who can give oral instructions 
in a way that will get just the results he wants, is 
exceptional. 

When the instructions must pass by word of mouth 
through several persons, the danger of misinterpreta¬ 
tion is magnified. Even under ideal conditions, men 
of average intelligence cannot transmit such orders 
correctly. Part of the difficulty lies in the fact that 
oral instructions, to be understood clearly, must be 
even more definite and more clearly emphasized than 
written instructions. 

Then, too, there is the danger that the worker may 
misunderstand or forget the spoken order. Even a 
simple order can fail to be heard correctly if it has to 
be shouted to a worker who is operating in the midst 
of noise and activity. Also, the operator’s attention 
usually is occupied with his work, and the need for 
keeping more than one thing in his mind at once may 
confuse him and cause him to forget essential details. 

Oral instructions are impracticable where orders 
are complex. As originally issued, an order may affect 
several departments. If so, it must be sent to all the 
departments, divided, and its various parts passed on 
to the then in the department. If the order started out 
as a spoken one, it is obvious that the final instruc- 
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tions to the workers would be both incorrect and 
incomplete. 

In some cases, naturally, oral orders will suffice. 
This is true where the order is of a routine nature and 
its requirements already are familiar to those who are 
to carry it out. Even in such case, however, a written 
order is preferable, if for no other purpose than to 
preserve a definite record of its having been issued. 

ADMINISTRATIVE AND EXECUTIVE ORDERS 

Among the orders which always should be in writing 
are those from all the administrative and executive 
officers except foremen; that is, from all those who do 
not come in actual contact with the execution of the 
work. Written instructions also should be issued for 
any work, other than that of a standardized or routine 
nature, which is not so simple and individualistic as to 
make writing unnecessary. Such written orders take 
various forms—communications between depart¬ 
ments and executives, executive orders, work sched¬ 
ules, and so on. 

Each such order, it is understood, is not an end in 
itself. Its purpose is to direct the work toward a com¬ 
mon end, in the accomplishment of which numerous 
other orders are involved. They must be so issued, 
then, that the uniformity and correlation embodied 
in their original form will be preserved. This can be 
done only when the instructions are written. 

With written instructions, the order is executed as 
originally intended, and the flow of operations be¬ 
tween departments and within departments is made 
smooth and regular. By stating when and how certain 
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tasks are to be done, a definite procedure of operations 
Is established which eliminates friction and Inter¬ 
ruptions as the work proceeds through the various 
parts of the organization. 

STANDARD-PRACTICE INSTRUCTIONS 

Standard-practice Instructions always should be in 
writing. They are reproductions of the standard 
practices which have been developed for the organ¬ 
ization, and should give all the details of the stand¬ 
ards. Issuing written standard instructions to the 
worker is the only way to Insure his strict adherence 
to the details of the practices. 

In considering whether or not to Issue standard- 
practice instructions direct to the worker, two factors 
must be considered: 

1. The possibility of completely planning and 

standardizing the work in advance. 

2 . The type of labor which is to carry out the 

work. 

Some work cannot be planned completely before 
the order is issued, and details of its execution must 
be left for determination by the foreman. In such a 
case, the written instructions usually will go only as 
far as the foreman, who can then Instruct the worker 
orally. To issue an incomplete order to the operator 
over the foreman’s head would destroy the foreman’s 
authority. 

All workers are not qualified to receive written 
orders. To read, understand, and follow a written 
order requires a comparatively high grade of labor. 
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It would be useless, for example, to issue written 
orders to the operatives in a textile mill where a large 
percentage are foreign-born and unable to read 
English. In such case, the foreman must transmit th«* 
order in a form his workers can understand. 

ADVANTAGES OF WRITTEN ORDERS 

By providing a definite and accurate means of 
communication between those who plan work and 
those who do it, written instructions play an impor¬ 
tant part in the operation of an organization. Among 
their accomplishments are the following: 

They coordinate action. 

They secure continuity of work. 

They insure accuracy. 

They insure uniformity. 

They make use of the knowledge and experience 
of experts. 

The efforts of everyone In the organization are 
bound together by centrally Issued written Instruc¬ 
tions. They act as a directive force which cannot be 
disregarded or misunderstood. Once issued, they 
definitely place responsibility. 

Perhaps more than any other factor, written 
instructions contribute to continuity of work. Some¬ 
times, where there are Interruptions in work, or 
where the worker has finished one job and must start 
another, considerable time may be lost if the instruc¬ 
tions are received orally and he must wait until the 
executive is free. Advance orders in written form, 
however, or written order-of-work schedules formu- 
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lated by a central or departmental planning office, 
eliminate this difficulty. 

As a means of insuring accuracy and uniformity of 
operation, written instructions are invaluable. All 
too often an orally delivered order is not explained 
thoroughly, and the worker who disregards or forgets 
it always can disclaim responsibility on the ground 
that his instructions were insufficient. 

With written instructions, reliance need not be 
placed on the memories of workers or executives as to 
orders and standard practices which are of a more or 
less permanent nature. The established standard 
should be recorded in writing and should be available 
to the employees at all times. Unless this is done, 
impromptu changes are almost certain to be made 
from time to time. 

Uniformity of work throughout the organization is 
insured by preserving a permanent record of orders 
and instructions. There can be no dispute as to what 
the orders and instructions were. The way in which 
the work is done will not depend upon the personal 
recollection or interpretation of the order by the 
executive in charge of the work. 

Precisely the same instructions will be issued to all 
the workers in the organization, no matter how widely 
separated they may be or how much time has elapsed 
since the last work of the kind was done. Once the 
written instructions are recorded, they may be re¬ 
ferred to at any time when the same kind of work may 
have to be done again. 

In a company in which different departments or 
different plants or regional offices have the same 
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functions, it is only by written instructions that 
uniformity can be obtained. Large numbers of men 
can be reached at one time, with all of them getting 
the same orders in the same language. This is 
important. 

Suppose, by way of example, different depart¬ 
ments, plants, and offices all had the same functions 
of issuing requisitions, paying wages, and using 
manufacturing processes. Unless identical instruc¬ 
tions were issued in written form, controversy, 
friction, ill will, and wasted time, effort, and materials 
would be certain to follow. 

When you have written standard-practice instruc¬ 
tions, you can have uniformity of operation even 
from men who have been in the organization only a 
short time. In fact, written instructions are an effec¬ 
tive aid in training new men. 

It is only by means of written instructions that the 
organization can get the full benefit of the experts in 
the business, both those who have been in it a long 
time and those who have been brought in for a 
particular purpose. For these men to direct personally 
all the workers, in accordance with their findings and 
their ideas, is manifestly impossible. For someone 
else to transmit their instructions would risk the 
danger of incorrect transmission and interpretation. 
The exact instructions should be preserved in written 
form, so that at any time they may be referred to. 

THE worker’s REACTION 

There are opponents to the idea of written instruc¬ 
tions. To set down in black and white what a worker 
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should do and how he should do it, they say, restricts 
his opportunity for independent judgment and kills 
his initiative. 

The controversy is very similar to the one that 
rages about the idea of standardized practices, and 
the proponents of scientific business organization 
bring to their support the same argument as before: 
that written instructions stimulate initiative by giv¬ 
ing it a definite basis on which to work. 

The effect on the worker, however, is a minor 
consideration. Only a small percentage of the workers 
actually have the initiative to devise a satisfactory 
plan of action. By far the greater number are in need 
of very definite instruction in all the details of their 
work, and this instruction can be given to them best 
when it is in writing. The need of the many on the 
majority side outweighs the need of the few in the 
minority group. 

Maximum efficiency of the organization is what we 
are seeking. This we can have only when the instruc¬ 
tions are in writing. 

PREPARING WRITTEN INSTRUCTIONS 

Some regular procedure should be provided to 
prepare, approve, and issue written instructions. This 
is necessary if they are to be kept uniform, and if you 
wish to avoid issuing unnecessary or conflicting 
directions. Should there be no such plan, the work 
of preparing the instructions would be likely to be 
assumed by too many persons or by nobody at all. 
If too many persons began writing instructions, there 
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would surely be duplication and contradiction. 
Confusion and disregard of the orders would follow. 

Who is to be responsible for formulating the neces¬ 
sary written instructions ? That varies with the nature 
of the organization. Obviously, in the average organ¬ 
ization, one man cannot write all of the instructions 
for every division. Naturally, the executives directing 
and controlling the various departments will formu¬ 
late the executive orders which go out to their 
departments. 

The standard-practice instructions, based on the 
assembled data, as well as the other necessary instruc¬ 
tions for the work to be done, should be prepared by 
the planning department, or the men who do the 
planning for the organization. The men who deter¬ 
mine the original standard practices naturally should 
prepare the instructions concerning them. 

The executive in charge of a division may have the 
responsibility for developing the standard practices 
of his division; he also would have charge of the 
written standard-practice instructions. It is advisable, 
however, that the instructions be reviewed by the 
general manager or some other ranking official before 
being issued, so that duplication or conflict, such as 
might result from an uncentralized method of prep¬ 
aration, shall be avoided. 

In any plan for written instructions, four principles 
should be incorporated: 

I. They should be formulated on the basis of 
definite and accurate information. 
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2. They should be prepared by capable and 

responsible individuals. 

3. They should be issued over the signature of 

someone in high authority. 

4. They should be coordinated, where necessary, 

by centralized review. 

THE STANDARD-PRACTICE MANUAL 

Written instructions should be readily available 
at all times to executives and workers. They should be 
kept in a form convenient for future use. In the case of 
executive orders, which are relatively few, and which 
are not referred to so frequently as are the standard- 
practice Instructions, an office file will be sufficient for 
the purpose. 

The usual method of keeping standard-practice 
instructions which must be referred to constantly, is 
to incorporate them in a manual and to send copies of 
it to the different departments. This manual will 
develop gradually, with the development of new 
standard-practice Instructions and the formulation 
of new instructions. A committee, or specialists aided 
by a staff official, may compile the manual originally. 

From time to time, as standard practices are 
revised or new ones are adopted, the instructions In 
the manual will be changed to keep it always up to 
date. Revision can be made simply and easily by the 
use of a loose-leaf record system, all instructions being 
issued in a uniform style. New instructions can be 
transmitted promptly to executives and workers, 
and the old ones removed from their records or 
cancelled. 
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Once installed, the manual can be kept up to date 
by a single individual. In doing this, however, he 
should keep not only a record of all the new standard 
practices, but also a complete record of those which 
have been altered or discarded. 

INTRODUCING THE SYSTEM 

The cooperation of every member of the organiza¬ 
tion is necessary when a system of written instruc¬ 
tions or a written standard-practice manual is 
introduced for the first time. To overcome possible 
opposition, its purpose should be explained in advance 
and then it should be introduced gradually. 

Wril;ten instructions must be followed faithfully 
if they are to be successful. Much depends, therefore, 
upon the tactfulness with which they are introduced 
and kept going in the organization, for the attitude of 
the workers toward them is all-important. From time 
to time, it is well to check up on the members of the 
organization to see how closely they are adhering to 
the manual. This presents no difficulty, for once the 
worker has received his written instructions, he is 
definitely responsible for having his work in accord¬ 
ance with them. 

Supervision is thus made effective, for the written 
instructions provide a basis for estimating and judg¬ 
ing the performance of each employee. This is in 
addition to their importance as a factor in directing 
and guiding operations. 

If direction in your organization is to succeed, 
system must be present throughout. Detail must be so 
logically organized that it follows clearly marked 
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paths without eifort, requiring attention only when 
changing circumstances or new conditions necessitate 
the marking of a detour or the charting of some new 
path. 

Such a smooth-working system depends upon an 
orderly arrangement of all operating details; all must 
be related logically in a way that can be reduced to 
routine. Detail must be handled regularly and 
methodically without the necessity of having any 
special thought or consideration given to it; it must 
be as nearly automatic as possible. 

In systematizing detail, however, the parts which 
comprise the system must not be neglected. After 
all, a system is more than an orderly arrangement of 
parts. Even though its plan and structure be perfect, 
it can fail if one of the parts be weak. Your direction 
of each operating detail must be basically and intrin¬ 
sically sound. 

The necessary attention to the various parts of the 
system, as well as to the whole, is supplied by direc¬ 
tion, through policies, standard practices, and written 
instructions. It is in the lanes of system that direction 
travels. 
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your organization is secured by establishing 
standard methods and means of operation. For 
each standard practice, these steps should be 
taken: 

1. Define clearly the reason for the standard. 

2. Study all developments that have taken place 
since the present methods or means were 
originally adopted. 

3. Analyze the practice now in use. 

4. Eliminate all inappropriate elements in the 
present practice. 

5. Classify the essential relationships of the 
remaining elements. 

6. Correlate the facts into the new standard 
practice. 

7. Reduce the instructions to writing in a stand¬ 
ard form available to all workers concerned 
at all times. 


♦ ♦ ♦ ♦ 
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Effective Supervision 

H and in hand with direction goes supervision. 

Direction is the mapping out of what must be 
done in any given circumstances to accomplish a 
desired result; supervision carries the instructions into 
actual execution. Each is the indispensable comple¬ 
ment of the other. 

To make the distinction clear, let us go back to our 
simile of the man sitting in the driver’s seat of the 
automobile. His instruction and his experience have 
provided him with complete knowledge of what he 
should do to enable his car to take him where he 
wants to go. For the route he has his road map, street 
signs, trail markings, detour notices, and the like. 
He also possesses knowledge of the car itself. When 
the engine is to start, the ignition key must be turned 
on and the starter button pressed. When the wheels 
are to start carrying him forward, the clutch must be 
released, the gears shifted from neutral to first speed, 
and the gas fed to the engine. 

He knows that after he begins rolling along, if he 
should see a red light, he must stop, and he knows how 
to stop. He knows that if he is to go up a steep hill, he 
must shift to second speed, and he knows how to do 
that. He knows that if an obstacle is in his way he 
must swing around it, and he knows how to accom- 
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plish that also. He knows that if he turns a corner, he 
should signal to the car behind him, and let us hope 
that he knows how to do that properly. 

For every operation that he must perform, there is 
a definite procedure for him to follow; for everything 
he wishes to accomplish in his progress toward his 
destination, there is a sequence of motions for him to 
go through. The establishment of the things he 
must do may be likened to direction in the business 
organization sense; the actual doing of them, to 
supervision. 

Wherever you have a group of workers who are to 
cooperate to accomplish a definite purpose, super¬ 
vision is necessary. Unless you have supervision, you 
cannot have organization, for supervision is a pre¬ 
requisite to collective accomplishment. Direction can 
plan the work, but only supervision can insure that it 
will be done properly. Supervision analyzes and 
interprets direction; it follows the policies, executive 
orders, standard practices, and written instructions 
into operation. 

Supervision is a subtle thing; it becomes evident 
only after the organization is actually functioning, 
and even then you cannot tell with certainty where it 
begins and where it leaves off. In attempting to ex¬ 
plain any specific condition- in the organization, 
you cannot say definitely, “This is the result of 
supervision,” any more than you can say with con¬ 
viction, when you are discussing the prompt action of 
the automobile driver in an emergency, “This part of 
what he did was due to his presence of mind, and that 
to his knowledge of what should be done.” 
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Although it is intangible, supervision exercises a 
powerful regulative force over every phase of the 
operation of the organization. There is no yardstick 
by which its results can be measured in all the 
activities of the concern. Yet, without it, the business 
would cease to function. 

THE NEED FOR SUPERVISION 

The only business that needs no supervising is the 
business where one man does all the work. When 
business grew beyond that stage and the one-man 
worker took on an apprentice, it was necessary to 
instruct the beginner and to supervise his work. We 
have had supervision ever since. 

As industry has developed, with labor becoming 
more finely subdivided and more complex, the neces¬ 
sity for supervision has increased apace. With in¬ 
creased demand for his products, the workman 
became an employer, and as he enlarged his corps of 
workers he found it impossible personally to plan the 
work and to supervise the execution of the work by 
the men under him. For supervision he was obliged to 
get someone to help him. As the business grew and 
operations became still more complex, greater num¬ 
bers of persons had to be called in to share in the 
responsibility of supervision. 

In every organization, some form of supervision is 
practiced in greater or less degree. The concern in 
which those in charge tell the workers what to do and 
then pay no attention to what is done probably does 
not exist. Some attempt is made in every case to 
translate the directive factors into operation. 
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Only when supervision is complete and compre¬ 
hensive can it be effective. In large organizations, 
therefore, with their great armies of workers laboring 
in many departments, the task of adequate super¬ 
vision is extensive and highly important. Over every 
factor in the organization—product, plant, processes, 
and, above all, men—must there be supervision. 

TWO KINDS OF SUPERVISION 

Supervision over the work and the workers is of 
two kinds: 


1. Personal supervision 

2 . Impersonal supervision 

Almost without any specific direction on the part 
of the management, all of the men in the organization, 
from top to bottom, are under some personal super¬ 
vision. Each man who has any authority and responsi¬ 
bility whatever supervises the work of the men under 
him as a matter of course. 

Each man wants to please the men above him; 
he wants them to be satisfied not only with his own 
effort but with the work for which he is responsible. 
For this reason, he sees to it that the men under him, 
for whose efforts he is answerable, do their work 
satisfactorily. This chain of personal supervision 
thus regulates by direct contact the efforts of every 
man in the organization. For keeping men working 
efficiently, it is the most potent factor yet discovered. 

Unaided, however, personal supervision is becom¬ 
ing more difficult all the time. How can you tell in 
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every case whether or not a man is doing effective 
work? You certainly cannot do it by observation 
alone, nor will an opinion of the worker’s ability be 
sufficient. You must have some impersonal factors, 
something that will give you a definite basis on which 
to base your judgment, some accurate measurement 
by which you can properly appraise the value of what 
is being accomplished. 

To obtain accurate data about the work of your 
.men, so that your supervision may be really effective, 
you must have indirect and impersonal supervisory 
factors against which you can check performance. 
These indirect factors include policies, standards, 
schedules of work, and written instructions. The more 
of these you have, the less is the amount of personal 
supervision required. If you have no such impersonal 
supervisory factors, you need the greatest possible 
amount of personal supervision. 

In other words, the more indirect supervision you 
have, the fewer are the supervisors you need to em¬ 
ploy. One man, given exact knowledge of what Is to be 
done and how it is to be done, can supervise intel¬ 
ligently work which, otherwise, would need the 
attention of several men. He needs only to see that the 
work is done in the correct way. 

SUPERVISION AND DIRECTION 

Through policies, standards, schedules, and written 
instructions, which, strictly speaking, are directive 
factors, supervision is linked to direction. Neither 
supervision nor direction would be complete without 
them* 
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The work must be planned by direction alone, for in 
planning, supervision plays no part; supervision has 
nothing to do with determining how work is to be 
done. However excellent the plans may be, and how¬ 
ever clear are the written instructions, there is no 
assurance that the plans and the instructions will be 
carried out as they should be; there must be super¬ 
vision to make sure that every worker and every 
machine does the work assigned in the way it is 
directed to be done, so that maximum results are 
produced with minimum effort. 

Men work most accurately and most quickly along 
the lines laid down for accomplishing the purposes of 
the business, only when they are properly supervised. 
When efficiency is low, it is not always due to care¬ 
lessness or indolence. Each individual worker may be 
conscientious and industrious. Few workers, however, 
can, without assistance, do their work in such a way 
that their efforts will coordinate exactly with the 
efforts of all the other workers with whom they are 
associated. The needed assistance must be given by 
supervision. 

In any organization there is a tendency to deviate 
from the policies and standard practices and from 
orders and instructions that have been given to the 
workers. Only supervision can check this tendency. 
When the worker is left to himself, the “best meth¬ 
ods” tend to disappear, as certain practices, without 
being constantly insisted upon, lose their significance; 
the worker forgets how important they are. 

Even when the employee gets his instructions in 
written form and understands that they state the 
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manner in which the work should be done, in time he 
tends to pay little attention to them. As he continues 
to depart more and more from the established meth¬ 
ods, the purpose of the standards is lost. The fact 
that the deviation is not deliberate, but rather is an 
unnoticed drifting away from the practice that has 
been established as the best, does not lessen its 
destructive effect on unity of action in the work. 

Not only does supervision clarify, emphasize, and 
enforce the details of the directive factors, but often it 
brings about actual improvement in the directive 
factors. An operator, because of his close contact with 
the work, may originate a change in practice which, 
upon investigation, is found to be desirable. It is the 
part of supervision to discriminate between proposed 
changes in method, to be watching for faulty prac¬ 
tices. Thus the men who supervise work not only 
keep the work up to standard, but aid materially in 
improving the standards. 

SUPERVISION AND INSPECTION 

Although it is the purpose of supervision to get 
work done the way it should be done, supervision is 
not the same as inspection. Inspection is the method 
by which defective products are eliminated. It is done 
after the work has been completed. The purpose of 
supervision, on the other hand, is to prevent defective 
products from being turned out. By constant vigilance 
during the working process, it seeks to discover and 
correct any factors that are likely to cause trouble or 
dissatisfaction. The more supervision, the less inspec- 
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tion. In fact, if supervision could be made perfect, 
inspection would be wholly unnecessary. 

The distinction goes deeper. Supervision is not 
merely inspection made during the progress of the 
work; it is not purely critical in nature. Neither is it an 
effort to keep the force at work. Its true function is 
that of assistance and cooperation. 

As supervision watches over the performance of 
work, its purpose is not to find fault with the efforts 
of the employee, but to criticize the operation con¬ 
structively, so that the employee can get the best 
possible results. Under ideal supervision, the worker 
would be inspired to perform his task in the most 
efficient manner possible. 

THE VALUE OF SUPERVISION 

Among the benefits of adequate supervision, three 
are outstanding: 

1. It maintains discipline. 

2. It gives added incentive to the worker. 

3. It facilitates the proper placement of 

personnel. 

All of these benefits contribute to increased produc¬ 
tivity by the working force. The mere fact that 
supervision is present increases efficiency by helping 
to maintain discipline. 

The average worker Is an average man; he expects 
to give a reasonable amount of value for his pay, and 
if you give him a job to do, he will keep working at it 
without there being any necessity for someone to 
w^tgh oyer him- The average group of working men 
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will not require constant supervision to keep them at 
work, and they are not actively opposed to the 
management. 

In every group of workers, however, there is a 
substantial percentage who will lag behind or grow 
careless about what they are doing unless they know 
that some provision has been made to see just 
how they are performing their tasks. Knowing that 
there is a competent supervisory force serves to pre¬ 
vent the negligent attitude from developing. 

When the employee knows that all of his work is 
being supervised carefully, he realizes that if he shows 
any outstanding ability, it will be recognized im¬ 
mediately. He knows that his own efforts are what will 
impress the supervisor favorably or unfavorably, and 
that a report of his efficiency or inefficiency will be 
made to the men still higher up. So he does his best, 
especially when he can see that there is a possibility of 
winning promotion. 

A business organization is not like a football team. 
It is too much to expect that any group of workers 
will give the best that is in them solely for the glory 
of the good old H. B. Smith Manufacturing and Sales 
Corporation. A worker is doing a job primarily for his 
own benefit. When it is to his own advantage to do 
good work, he will be inclined to make use of the 
opportunity to demonstrate his ability and win 
promotion whenever the opportunity is provided by 
supervision. 

Supervision can see to it, also, that the right jobs 
are filled by the right men. The original placement of 
the personnel is not a function of supervision but of 
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experts who have given the greatest possible care to 
measuring with accuracy the qualifications of the 
men entering the organization, and to placing them 
where they will be most useful to themselves and to 
the organization. These experts are not omniscient; 
in spite of their care, there are certain to be some 
misfits. 

It is a duty of supervision to detect these misfits. 
By following up the new men, and by analyzing their 
actual performance, the supervisors can determine to 
which tasks they would be best suited and to which 
they should be transferred. Supervision brings to light 
not only any inefficiency there may be when a partic¬ 
ular man is at work on a particular task, but the rea¬ 
son for that inefficiency. 

GETTING GOOD SUPERVISION 

Providing for adequate supervision throughout 
your organization is divided into three stages. In 
general, the three things that must be done are these: 

1. The task of supervision must be definitely 

delimited and segregated. 

2. The supervisors must be carefully selected. 

3. Thorough training must be given to the 

supervisors. 

Presumably you have paved the way for super¬ 
vision; that is, you have planned the structure and 
operation of your organization in advance and have 
provided standard practices as completely as possible. 
You have laid out all the work to be done, so that 
the men who are to supervise actual operation are 
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free to concentrate on that task—which is to see that 
the workers conform to the established standards. 
The supervisor should not be obliged to plan the work 
and formulate the standard practices, as well as to 
supervise execution. 

Your first step, then, in providing for supervision, 
is to separate distinctly planning from doing. 

Among the higher executives in almost any organ¬ 
ization, such separation cannot be made. They act as 
both directive and supervisory factors, for their 
work cannot be standardized. They not only tell 
their subordinates what to do and how to do it, but 
also see to it that their orders are carried out. A 
more definite segregation, however, can be effected 
insofar as the work of the sub-executives is concerned. 

The sales supervisor of a branch office, for example, 
often has no control over the sales methods to be used 
in his territory. The entire method of conducting the 
campaign has been mapped out in the home office, and 
he devotes all his attention to seeing that the sales¬ 
men carry out orders in accordance with the standard 
practices that have been prescribed. 

In the same way, the shop foreman concerns him¬ 
self mainly with supervision, seeing that policies, 
standard practices, and written instructions are 
followed. He does not formulate the directive factors; 
he merely interprets them to the worker, and then 
sees that they are followed. 

TRAINING SUPERVISORS 

At times it may not be possible to distinguish 
definitely between the organization for supervision 
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and the organization for control, because the two are 
so inextricably interwoven. You may not be able to 
designate definitely as a supervisor every individual 
who exercises supervision. Wherever supervision 
is done, however, the men who do it should be trained 
for supervision. More than that, they must have 
innate qualities of leadership. Unless they have the 
ability to get men to work with them and for them, 
their supervision is likely to arouse antagonism. 

The president and the general manager, regulating 
and correlating the entire organization, should be the 
kind of men under whose supervision the executives 
will respond with alacrity. Each executive who is 
responsible for a part of the business should be able 
to supervise the work of his sub-executives in a way 
that wins their loyalty and wholehearted cooperation. 

Supervision in the higher brackets is relatively easy. 
It is when you come to the work of the superintend¬ 
ents, foremen, and bosses that the supervisory job 
becomes difficult. They must get the cooperation of 
their operators. And workers, because they may not 
have sufficient knowledge or breadth of outlook, often 
are not amenable to criticism; they resent even 
criticism that is genuinely constructive. 

The man who is doing the supervising must, if he is 
to be effective, get the worker’s point of view, and it 
goes without saying that he must be tactful as well as 
commanding, if he is to win the workers’ good will. 
The man who is to do all that should be selected with 
care. 

Not ohly should he be carefully selected, but he 
should be trained for the job of supervision. In the 
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organization training plan, it is well to include a 
program for developing supervisory qualities in the 
superintendents, foremen, and bosses. This may be 
done by having classes or conferences in charge of a 
competent executive who has an outstanding under¬ 
standing of the handling of men. 

These meetings provide an opportunity for discus¬ 
sing phases of supervision—the methods of enforcing 
discipline among the various kinds and types of 
workers, methods of keeping them working at top 
speed, methods of developing good will and coopera¬ 
tion. Each foreman, superintendent, or boss can bring 
to such classes or conferences problems which he 
meets In his work, and can get the advice and assist¬ 
ance of the other men in solving them. His ability to 
supervise the men under him will be increased 
materially. 

EVALUATING SUPERVISION 

How valuable is your supervision? That depends 
not only upon how good it is, but also upon the 
amount of it there is in the organization. 

The more supervisors you have, the more thorough 
is the task of supervision accomplished. One man can¬ 
not supervise effectively the operations of a large 
number of persons. The smaller the number, the 
greater will be the adequacy of bis supervision of their 
work. If you can have in your organization a gradual 
stepping-down of authority, and if in routine work 
there can be a boss or a foreman for every group 
which contains as many as ten men, the close super- 
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vision will increase the efficiency of the organization 
materially. 

The principle of supervision is so simple and under¬ 
standable that it has not received the same attention 
and study as is recognized to be necessary for solving 
other problems which are more complex, but which 
are of no greater importance. Being so simple, it often 
is neglected. 

But it should not be neglected. As an adjunct to 
direction and control, it is indispensable. Unless it is 
constantly vigilant, inefficiencies will creep in un¬ 
noticed, and the entire organization will fall short of 
its expected and possible accomplishment. 
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Throughout your or¬ 
ganization, the workers need constant supervi¬ 
sion as an aid toward accomplishing these 
results: 

—compliance with standard practices. 

—establishment of an incentive. 

—maintenance of discipline. 

—^proper placement of personnel. 

To secure such supervision, you take these steps: 

1. Definitely delimit and segregate the task of 
supervision. 

2. Select carefully as supervisors men who have 
both technical knowledge and leadership 
qualifications. 

3. Establish a program to train your supervisors 
and give them the benefits of one another’s 
experiences. 


♦ ♦ ♦ ♦ 
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Controlling the Business Machine 

success of any business depends upon the 
soundness of the decisions made by the manage¬ 
ment. To make decisions intelligently, the manage¬ 
ment must have comprehensive and connect 
information concerning what the departments are 
doing. The average modern organization obviously 
is too big and too complex for the head of the business 
to have personal knowledge, gained from his own 
direct observation, of all that is going on. Some ade¬ 
quate impersonal system is needed to keep him in¬ 
formed. This system we call control. 

Once more let us think of our business machine in 
terms of an automobile. The manager is in the driver’s 
seat as the car bowls along. Before him is the instru¬ 
ment board. How many gallons of gasoline are left in 
his tank ? A glance at the gauge, and he knows. How 
about his oil I There is another gauge for that. How 
many miles has he gone since the oil was changed? 
A little card hanging on the board shows him. How 
fast is he going? How many miles has the car gone 
altogether? How many on this trip? Is the motor 
beginning to get overheated? For answering all of 
these questions and more, there are gadgets provided. 
They go to make up the car’s control system. 
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Control in business is that factor which provides 
the management of the organization with prompt, 
accurate, and continuous information about what 
the business has done, what it is doing, how efficient 
is the operation, and what it may be expected to do. 

All of the details of operation and accomplishment 
are collected, segregated, combined, and classified 
into a form suitable for interpretation and use. Con¬ 
trol brings to light weaknesses, defects, and depar¬ 
tures from proper and efficient conditions; it prevents 
the aggravation of minor faults into serious difficul¬ 
ties. It is the measure of the success or failure of 
methods and means. 

THE THREE ELEMENTS OF CONTROL 

Three principal elements are included in control: 

1. Recording results 

2. Fixing responsibility for results 

3. Forecasting results 

Accurate data concerning actual performance must 
be recorded and reported. To determine efficiency, 
we must compare what we have done with what we 
set out to do, and for this we need records that supply 
us with all the information that we need to know. 
When the records are in the hands of the officials in 
charge of the organization, they supply the basis for 
further intelligent direction of the work. 

Not only does proper control supply the head of 
the business with adequate information, but it saves 
his time and energy. He does not wish to be concerned 
with details; he needs to visualize how the business 
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as a whole is functioning. Control reduces the detailed 
knowledge of every part of the organization into 
succinct statements. 

The prime reason for the records is to show how 
operation measures up to the standards that have 
been established. This information would serve only 
as a source of elation or regret, rather than as a guide 
to future operation, if the control system did not 
definitely place the responsibility for such success or 
failure as might be revealed. 

Certain individuals must be held accountable for 
reaching the established standards. Definite responsi¬ 
bility must be placed on the heads of all those dm- 
sions for which standards of performance have been 
set up. Then, and then only, you get careful attention 
to all variations from the standard, and investigation 
of their causes so that necessary alterations, substitu¬ 
tions, or improvements may be made. 

A system of control which looks only backward and 
not forward, which reviews but does not forecast or 
plan ahead, is of little value. You will not be able to 
measure your success or your efficiency in the future, 
unless your control system establishes now what the 
standard should be. You must know at all times how 
much the organization as a whole and in its various 
parts should be accomplishing, so that you can plan 
ahead. 

Unless you know that your costs are too high, you 
will not reduce them. Unless you know where the 
waste is, you cannot eliminate it. Unless you know in 
what way, if any, your efficiency is low, you cannot 
raise it. Through standards of performance and 
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standards of costs, your control system supplies you 
with the necessary knowledge. An analytical study of 
records of performance supplies you with the basis for 
your standards. 

Using these standards makes it possible for you to 
forecast the results of future operation with almost as 
great a degree of accuracy as you have in your records 
of current performance. In this way your control 
system becomes your most valuable tool of direction. 

Necessarily your control system will have to be 
designed especially to meet the peculiar requirements 
of your particular business. Each organization has its 
own standards of performance, costs, and records, and 
its own different divisions of responsibility, and each 
differs from every other organization. In the control of 
them all, however, the three elements of recording, 
fixing responsibility, and forecasting are present and 
must be coordinated, 

CONTROL, DIRECTION, AND SUPERVISION 

The relation of control to direction on the one hand, 
and to supervision on the other, is a close one. Con¬ 
trol provides the information upon which the 
decisions for direction are based. At the same time, it 
supplies the information for appraising accurately the 
methods and means which have been developed by 
direction and put into practice by supervision. 

Through direction, you can lay out the course 
which your business is to take, and you can devise 
the methods by which you will follow that course. 
Through supervision you seek to follow the course 
and use the methods. 
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But how closely are you following the course ? How 
well do you use the methods ? Do you get the results 
you had reason to believe you would get? Only 
through your system of control do you find your 
answers. 

Control provides the criterion by which we gauge 
the worth of the policies, practices, and instructions 
of direction, and of the operation of supervision. 
Like direction, it looks ahead, but for the purpose of 
forecasting results rather than planning them. Like 
supervision, it aims to secure maximum results, but it 
does so by measurement, rather than by enforcing 
any particular practices. 

BENEFITS OF CONTROL 

That control is necessary in business will not be 
disputed. Many executives, however, fail to realize 
the extent of its possibilities. Among the important 
advantages of an adequate system of control are the 
following: 

1. It provides the manager with the means for 

directing intelligently operations with which 
he is not in direct contact. 

2. It enables the manager to keep the organiza¬ 

tion in balance. 

3. It makes it possible for the manager to esti¬ 

mate and regulate in advance the profits 
accruing from the operation of the business. 

4. It reveals weak spots in operation. 

5. It shows the trend of the business as a whole. 
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In any organization of more than a few men, it is 
manifestly impossible for the manager to keep in 
touch with the work of each operator, each machine, 
each salesman, or each clerk. The task of directing 
and supervising the work must, of necessity, be 
delegated to others. Nevertheless, the manager must 
know personally what is going on. He cannot be 
brought into actual contact with the execution of the 
work, but he can and must have the facts relating to 
the execution. 

Through a system of control he has them. With the 
essential data before him, he visualizes conditions in 
every part of the organization and coordinates the 
activities of the entire organization. 

Oral reports from department heads or superin¬ 
tendents are not enough, for they do not give him 
data which he can retain with sufficient accuracy or 
sufficient detail for adequate planning. For scientific, 
rather than intuitive, direction, he needs condensed 
reports of operation, formulated on the basis of 
scientifically kept records. Facts of significance must 
be segregated and presented in concise form so that 
with a minimum of time and effort he knows just 
what to do. 

ORGANIZATION BALANCE 

Balance in the business is the preservation of 
harmony among all the various activities. Control 
effects it by eliminating the two principal causes for 
lack of balance, which are: 

—neglect of an essential part of the business, and 

—overemphasis of some part of the business. 
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Comprehensive reports from every division of the 
organization reveal sharply any in which results are 
unsatisfactory and which require special attention. 
Not only that, but the proper value is placed on the 
facts by the control system, and the manager naturally 
avoids devoting too much attention and effort to 
problems which are relatively unimportant. When 
you attempt to run your business by personal and 
unsystematized methods, you are likely to find your¬ 
self concentrating on the little things that seem to re¬ 
quire immediate attention, rather than on the bigger 
things that are of far greater importance in the long 
run. 


PREDETERMINING PROFITS 

How much money your business is going to make in 
a given period of time should be not a matter of hope, 
but a matter of knowledge. By modern control meth¬ 
ods, profits can be estimated accurately in advance 
and regulated intelligently. 

The method of such forecasting is simply this; 
You determine, from the facts of past and current 
operation, what the future profits should be under 
certain conditions. Should your actual profits not 
be the same as your estimated profits, you investigate 
the reason for the discrepancy and make the necessary 
correction promptly, so that thereafter the standard 
will be attained. With the necessary information in 
hand, you can decide which lines are to be emphasized 
and what selling prices are to be adopted. 

That correct estimation of profits, based on an 
adequate control system, is necessary to the formula¬ 
tion of a sound financial program, is readily apparent. 
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LOCATING WEAK SPOTS 

Through your control system you have an accurate 
check on every phase of the business, and you can 
locate and strengthen weak spots before they have 
reached serious proportions and caused considerable 
loss. Precautionary or preventive measures can be 
taken to counteract dangers or hazards that are 
revealed. 

Major disturbances, even though they may seem to 
come swiftly, usually are the widening of cracks that 
at first are small and undetected by casual observa¬ 
tion. With an adequate control system, the slightest 
increase in cost or decrease in production, as well 
as the reason for the change, is apparent. Are costs 
increasing in the sales department ? Is there negligence 
in the shop? The control system locates the leak 
unerringly so that you can plug it up. 

THE BUSINESS TREND 

Aside from minute developments in the organiza¬ 
tion, is the business as a whole going backward or 
forward ? It is entirely possible that the manager who 
lacks an adequate system of control may believe he is 
making a profit, when, as a matter of fact, he is 
drifting toward bankruptcy. Often the destructive 
forces are so subtle as to defy detection until it is too 
late to correct them. Many a failure has been attrib¬ 
uted to insufficiency of working capital or overexpan¬ 
sion, when the real reason was lack of comprehensive 
and accurate information as to the direction the 
business was taking. 
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Before you can regulate the finances of your organ¬ 
ization, you, must know the demands that will be 
made upon it. Before you can tighten up on credit at 
the right time, you must have reliable information 
about your outstanding accounts to serve as warnings 
that you must go cautiously in order to maintain a 
sufficiency of available working capital. 

Style trends, changes in public sentiment, the com¬ 
ing popularity of a new type of service or equipment, 
the early falling off in demand for a product that has 
long been a headliner, the imminent obsolescence of a 
method that has long been standard, all may be 
foreseen through the control system. Valuable data 
with respect to every division of the business is pro¬ 
vided. Through analyzing the data, financial changes 
and the adjustments that will be required can be 
foretold. 


KINDS OF CONTROL 

There are all sorts of control methods in business, 
dependent to a great degree upon the extent to which 
the management realizes the importance of a control 
system. In general, however, they may be grouped 
into three types: 

1. Personal control 

2. Record control 

3. Control by standards 

In a small organization personal control can be of 
some value. With no records of performance, and no 
standards by which to measure efficiency, the manager 
relies only upon his own shrewdness. If there is no 
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keen competition, and if no unexpected obstacles loom 
up, the small organization can muddle through, and, 
with luck, may even show a profit at the end of the 
year. Should emergencies arise, however, there are no 
collected facts to serve as a basis for meeting them. 

RECORD CONTROL 

A step toward scientific control has been taken by 
the manager who keeps records of his transactions, 
even though they are kept only as a matter of form. 
While they afford no real control, they at least 
give him some basis on which to hazard his future 
operations. 

The chief value of such records is historical, serving 
as they do, merely to review the business. Even 
though the records may be grouped into a financial 
statement, their value is limited, because they serve 
only to indicate what the conditions were at the time 
the statement was compiled. 

A SCIENTIFIC CONTROL SYSTEM 

The scientific system which assures complete con¬ 
trol is that which makes provision for recording 
results, placing responsibility for results, and fore¬ 
casting results. 

The recording mechanism includes reports of 
operation and cost. When measured against standards 
of performance, standard costs, and schedules of 
operation, it gives the measure of the actual efficiency 
of the business. 

Placing responsibility for results requires no sepa¬ 
rate mechanism. It is accomplished by establishing 
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the standards of performance and the standard costs 
according to the divisions of authority and responsi¬ 
bility in the organization, and then by formulating 
the system of reports on the same basis. 

The forecasting mechanism is made up of the 
following control elements: 

—standards of performance 
—standard costs 
—operating schedules 

These three elements determine in advance the 
level of efficiency which it is possible for your business 
to reach. 

STANDARDS OF PERFORMANCE 

In the scientifically controlled organization, fore¬ 
casting of results precedes operation. On the basis of 
past experience you set a level of efficiency which 
you are capable of reaching and maintaining. Your 
standards of performance constitute this level. They 
are conclusions based on the premise that the same 
factors and conditions always produce the same 
results. There will be changes in conditions, but you 
can recognize them and prepare for them, and revise 
your standards of performance accordingly. 

Standards of performance are the only means of 
measuring efficiency accurately. They inform you 
how much should be done by each man, each machine, 
each department and division in the organization. 

Standards of performance are based on a study of 
the records of past performance of the man, group, 
or other unit for whose future performance you desire 
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a Standard. You must study what each man, machine, 
and department has been able to do consistently. 

All of the factors affecting performance are 
analyzed. In the production department, for example, 
you would analyze such factors as the following: 

Working conditions, such as convenience of 
layout. 

Materials, with respect to their fitness in the 
process. 

Equipment and machines, with regard to type, 
condition of repair, etc. 

Methods, with regard to economy of motion and 
technical accuracy. 

Grade of labor being used. 

Type and character of plant organization. 

From the information supplied by such studies, 
you set up fair standards; past performance is the 
basis for estimating the future performance. In your 
study and analysis of performance, you may have 
observed places where improvements could be made. 
If you made them, these improvements must be taken 
into consideration in setting up your new standards. 

Where you find no possibility of immediate improve¬ 
ment, it may be necessary to adopt the past perform¬ 
ance as the temporary standard, raising it later as 
improvements in conditions can be made. 

SALES DEPARTMENT STANDARDS 

By way of example as to what must be done in 
establishing standards of performance for a part of a 
business, consider what must be done in the sales 
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department. The manager, realizing that there prob¬ 
ably are more inefficiencies there than in any other 
department, determines to analyze sales volume and 
sales cost, according to lines, territories, and types of 
customers, and to set up standards of results to be 
attained according to those classifications. 

An analysis of past sales records shows him the 
sales volume for the various lines, territories, and 
types of customers, at what period sales may be 
expected to increase or decrease, the reasons for these 
changes, and whether or not the same influences are 
likely to affect sales in the coming period. 

With a fair degree of accuracy, he estimates sales 
quotas, merely on the basis of the amount of business 
done previously, revised in accordance with changes 
which have occurred in the conditions of the market 
or of his organization. 

It may be that the manager desires to set up stand¬ 
ards for the sale of a new product; as yet he has no 
actual market, but only a potential one. His market 
analysis should consider the whole market as limited 
by the characteristics of the product and the need 
for it. It should consider also the various territories in 
the market with respect to such factors as existing 
competition, character of the prospective purchasers 
in the territories, their purchasing power, and the 
various factors that will influence their buying. 

Upon the market analysis advertising standards are 
based. The data are necessary to determine the results 
to be expected from a projected program. 

Expense standards must be set up for the sales 
department. These will include general expenses, 
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direct selling expenses such as advertising and col¬ 
lection, and in some cases special expenses such as 
service expenses for installation. The standards for all 
these expenses are formulated largely on the basis of 
the sales quotas, for the size of the expense is closely 
related to the volume of sales. 

The determination in advance of what your selling 
expense will be is one of the most important factors 
in selling, and yet it is one of the most neglected. 
To know in advance how much it is going to cost you 
to sell an article is just as necessary as it is to know 
how many of it you are going to sell. 

When all of your standards of performance for the 
sales department have been established, it is necessary 
that they be lived up to. Actual performance—sales 
and expense—must be compared regularly and con¬ 
sistently with the standards, so that any deviation 
may be seen at once and investigated, and, if possible, 
matters may be so regulated that the discrepancies 
will not occur thereafter. 

In the same way, standards of performance should 
be formulated for production, labor, inventory main¬ 
tenance, financial balance, and other elements of the 
business organization. 

STANDARD COSTS 

The relation between operating efficiency and costs 
is close, and the more accurate the information you 
can have concerning costs, the more satisfactory will 
be your control over the organization. The costs 
themselves must be controlled, and for this purpose 
standards of costs are necessary. 

226 



CONTROLLING THE BUSINESS l^ACHINE 

It Is not enough that your cost system supply you 
with detailed and accurate information as to the 
actual operating cost of each unit in your organiza¬ 
tion. You are not interested solely in finding out 
how and where money has been spent. Your cost 
system should be an instrument of control. 

You are concerned with the past only as it is a 
guide to the future. How can you invest your money 
to the best advantage from now on.^ How can you 
reduce costs and increase operating efficiency ? These 
are questions your cost system should help you to 
answer. The cost system is not exclusively in the 
domain of the accountant; it is a tool of management 
also, and should be adapted to management’s needs. 

The accountant and the management have two 
different viewpoints regarding cost accounting and 
general accounting. If costs are to serve as the direc¬ 
tive factor they should be, the accountant and the 
manager should agree on these two principles: 

1. The cost accounting system should be estab¬ 

lished along the lines laid down by the sub¬ 
division of authority and responsibility; 
that Is, according to the management’s 
classification of work, 

2 . Emphasis should be transferred from the 

past to the future; that is, cost predeter¬ 
mination should be substituted for mere 
cost finding. 

Effective control means that you must trace gain 
or loss, eflRciency or inefficiency, to its source. For this 
you must have a definite allocation of responsibility. 
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Only when your accounting system conforms to your 
division of responsibility can you detect precisely 
where lie your gains or losses, your merits or faults. 

Furthermore, you cannot measure results intelli¬ 
gently until you have a definite system for measure¬ 
ment. To determine the efficiency of actual costs, you 
must have standard costs against which to measure 
them. To be of practical value to management, the 
cost system must make it possible for costs to be 
predetermined. 

Standard costs cannot be established until oper¬ 
ation has been standardized. Work must be done 
uniformly before it is possible to estimate its cost 
accurately. Planning, standard practices, and written 
instructions—all the elements of adequate direction— 
must be in existence, to serve as a basis for estimating 
future costs, if your predetermination is to be of value. 

If your cost system is to provide knowledge to help 
you control all the various departments in the 
organization, then a close combination of accounting 
and operating technique is required. The formulation 
of your cost system, then, should not be done by the 
accountant alone; he may fail to adapt his ideas to the 
demands of actual operation. Neither should the oper¬ 
ating official be allowed to formulate it; he is more 
than likely to neglect accounting technique. The 
two must collaborate to formulate a balanced system, 
and their common viewpoint must be that of manage¬ 
ment. 

Each, of course, plays his own part in formulating 
the system. The operating official establishes the 
division of functions that forms the basis for classify- 
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ing costs. He informs the cost accountant as to exactly 
what data he requires, and he establishes the standard 
costs which are to measure the actual costs furnished 
by the system. 

The accountant formulates the system itself, on the 
classification of work that has been made, to provide 
promptly and accurately the data which the operating 
official will require. He will require comprehensive' 
actual costs which can be measured against standard 
costs. 

Note that the accountant does not establish the 
standard costs. To do that requires an intimate 
knowledge of operating conditions which the ac¬ 
countant ordinarily does not have. His records of past 
performance are of value in showing the movement of 
costs, but to such information must be added the 
operating official’s knowledge of standard times, 
standard methods, and like factors. 

THE COST SYSTEM STRUCTURE 

In establishing a useful cost system, the main . 
consideration is not simplicity, but efficiency in sup¬ 
plying the management with the data it requires. 
Determining costs of details and comparing them with 
standard costs, involves a certain technical complex¬ 
ity of system, but it does not necessarily follow 
that the system will present difficulties in operation. 
If the system is adapted properly to the needs and 
peculiarities of the organization, there may not be 
simplicity in its structure, but there will be simplicity 
in its functioning, which is infinitely to be preferred 
in the efficient operation of any business. 
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A good cost system must be constructed according 
to certain definite principles: 

1. The same classification of operating activities 

must be used for costs as for planning. 

2. The cost accounting system must be sup¬ 

ported by the general accounting system. 

3. The system must always be basically con¬ 

sistent, so that valid comparisons for differ¬ 
ent periods can be made at all times. 

4. The system must provide up-to-date informa¬ 

tion, as promptly as possible, and preferably 
at regular periods. 

5. The system must be discriminating as to 

relative values, furnishing essential basic 
costs, with only such detail as is neces¬ 
sary to understand them. 

In short, we must keep in mind that the costs are 
not an end In themselves. The purpose of the organ¬ 
ization is not to collect cost figures, but to do business 
at a profit, and the cost figures should aid that 
purpose. 


THE MASTER SCHEDULE 

Having established our standards of performance 
and our standards of cost, we coordinate them 
through the development of a master schedule for 
the entire organization. This brings the- standards 
together on a time basis. The master schedule furthers 
control by planning ahead, by determining the pro¬ 
gram of operation so as to anticipate, as far as practi- 
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cable, future transactions and developments within 
the organization. Standards of performance show 
what the business can do; the master schedule shows 
what it will be required to do in a certain period of 
time. 

To direct and control the operation of your organ¬ 
ization successfully, you must know what amount of 
work it is expected to do and when it will be expected 
to do it. You must have a schedule of prospective 
operation, so that at any time you are equipped to do 
the work at hand, and will have neither an excess nor 
a dearth of equipment. 

The master schedule estimates the demands to be 
made upon every department within a certain period 
of time. It estimates how much each department will 
have to do and when it will have to do it, in order that 
the entire organization may work together. Actual 
operation can be checked closely and continuously 
against this complete program of estimated future 
performance. Should circumstances cause operation 
of the whole or of any part to fall behind schedule, the 
master schedule can be revised. At all times the man¬ 
agement, through the master schedule. Is prepared to 
meet its requirements. 

DEPARTMENTAL SCHEDULES 

Inasmuch as the master schedule combines and 
concentrates all the various department schedules in a 
comprehensive and unified program, it is not possible 
to formulate any departmental schedule independently 
of the others. There is, however, a rather definite 
sequence to be followed in scheduling one department 
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after another to develop the master schedule. In 
successive order, the following schedules are made up: 

1. The Sales Schedule 

2. The Production Schedule 

3. The Purchase and Inventory Schedules 

4. The Labor Schedule 

5. The Financial Schedule 

The sequence is a logical one. You are in business to 
sell something. To find out how much work you will 
have to do to accomplish your purpose, you ascertain 
the extent of the sales possibilities. This involves 
estimating the quantity of your product that the 
market can absorb week by week or month by 
month—how much of each line can be distributed in 
each territory in a given period. 

Such information indicates the quantity of output 
which your organization will have to be prepared to 
furnish to satisfy the demand. To get your sales 
schedule, you adapt your past sales records or 
quotas to existing conditions. This requires that you 
study the conditions under which the past records 
were made, and that you analyze the probable future 
conditions which may be expected to influence the 
volume of sales. With such a schedule, you can tell 
at any time what amount of the sales quota has been 
filled and how much remains to be produced. 

From the sales schedule, the production depart¬ 
ment can estimate the amount of work to be required 
during the particular period. The production schedule 
is then so formulated that output at all times will be 
sufficient to supply the anticipated demand; that is, 
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production is timed to fit the dates in the sales sched¬ 
ule. The capacity of the existing equipment being 
measured by the standards of performance, the pro¬ 
duction manager knows to what extent his present 
production facilities are adequate, and whether 
enlargements must be made. 

Upon the production schedule are based the pur¬ 
chase and inventory schedules. These are estimates 
of the materials required by the production depart¬ 
ment in meeting its schedule. The inventory schedule 
tells the quantities of materials and parts which 
should be on hand at any time to insure continued 
operation of the production department. The purchas¬ 
ing schedule tells when it is necessary to acquire 
additional material and parts. 

Upon the production schedule, also, depends the 
labor schedule. It predetermines the labor require¬ 
ments for any time and makes it possible to hire and 
train workers at the right time, so that they will be 
available when they are needed. 

After the needs of all the other departments have 
been determined, the financial schedule is made up. 
It is so constructed as to make available at the proper 
time funds in sufficient amounts to carry on all the 
activities of the organization. 

The financial schedule involves primarily an esti¬ 
mate of all receipts and disbursements—with their 
dates, whenever possible—over the period covered by 
the master schedule. The financial program is in¬ 
fluenced strongly by the nature of the sales and 
production programs. If sales are seasonal, funds 
must be provided to carry on when receipts are low. 
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If the production period is long and turnover is slow, 
more capital will be required than for quick produc¬ 
tion and turnover. It is important in the financial 
schedule, not only that there shall be enough money 
to meet all expenses, but that the money shall be 
available at the proper time. 

In the formulation of schedules, the usual procedure 
is to have the departmental estimates prepared by the 
heads of the departments, and then to have any 
adjustments, which may be necessary for coordinating 
them into a master schedule, made in conference and 
under the direction of the general manager. Thus is 
assured close correlation of all parts of the master 
schedule, and the cooperation of each department in 
carrying it out. 

RECORDING AND REPORTING RESULTS 

Reports of actual performance must be recorded as 
you proceed. The relationship between standards and 
records is reciprocal, and so close as to make them 
inseparable. Without records, the effectiveness of 
standards is lost. Records tell the management 
exactly what is being done; when compared with 
standards and schedules, they tell him how efficiently 
it is being done, or where there are weak spots or 
strong spots. 

From the data in the records, reports to the man¬ 
agement are compiled. It is the function of the man¬ 
agement to decide what information shall be included 
in the reports, and the function of the accounting 
department to collect the required data and prepare 
it for use by the manager and the executives. 
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To assemble, segregate, analyze, and combine the 
data in reports suitable for the various purposes, 
requires a sound accounting system, so divided that 
the records of current performance are classified 
automatically according to the definite divisions of 
responsibility which exist in the organization. 

The detailed information which comes in must be 
correlated and condensed in the way that will be of 
the greatest value to the management as a means of 
control. Having been instructed as to the require¬ 
ments of the various individuals for whom he must 
compile reports, and having brought together all the 
essential facts, the accountant presents the impor¬ 
tant data in a way that permits of a ready compari¬ 
son between actual performance and anticipated 
performance. 

THE NATURE OF REPORTS 

Not only the manager, but the department heads, 
and even the superintendents and foremen, are in 
need of data prepared by the accounting division, 
relating to the operations for which they are responsi¬ 
ble. Every subordinate of the management who makes 
decisions should have sufficient data on which to 
base them. For superintendents and foremen the 
data need only cover their own fields of activity, but 
in these fields the reports should be carefully adapted 
to their purposes. 

Naturally the type and character of records and 
reports to keep the officials in touch with operation 
varies with the rank of the official. The most detailed 
information is that required by the superintendents 
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and foremen. Less detail and a more general review of 
significant facts are required in the reports to depart¬ 
ment heads. A still more concise statement of the 
operation of the entire organization comprises the 
report to the general manager. 

Reports vary with every business, but an indica¬ 
tion of their general nature can be obtained by the 
sort of information which, in general, should be 
supplied to the general manager of a manufacturing 
and selling organization. In order that he may keep 
up to date, he should receive reports from the 
accounting department daily, weekly, and monthly. 
The daily reports should show the following: 

—quantity and value of orders 
—quantity of production by units 
—shipments for the day and to date by units 
—unfilled orders 

—the ratio of cash to current liabilities 
The weekly reports should show the following: 

—total orders for the week and to date 
—total production for the week and to date by 
units and departments 
—unfilled orders 
—delinquent orders 

—^product on hand by departments in units of 
raw material, goods in progress, and finished 
goods 

—departmental pay-roll analysis for the week 
and to date, including percentage of over¬ 
time, etc. 
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—the ratio of current assets to current liabilities 

—comparisons with past results 

—comparisons with standards 

—comparisons with the master schedule 

The monthly reports also should include compari¬ 
sons with past performances, with standards and 
with the master schedule, in addition to summaries 
of operations throughout the organization. 

REQUIREMENTS IN REPORTS 

No matter what it contains or to whom it is to be 
sent, every report should meet four requirements: 

1. It should be prompt. 

2. It should be simple. 

3. It should compare actual performance with 

the established standard or schedule. 

4. It should emphasize the Important facts and 

subordinate the less important data. 

A word as to each of those requirements or qualifica¬ 
tions is in order. The requirement of simplicity is not 
met if the lapse of time has destroyed the report’s 
value as a means of detecting and preventing waste 
and inefficiency. The unsatisfactory condition must be 
brought to light soon after it has begun and before It is 
too late to remedy it. The nature of the information is 
the chief factor in determining how frequently the 
report shall be made. In many cases, it is not possible 
to wait until the completion of an order before making 
a report on it. Sometimes daily reports will be 
required. 
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^^ports for the (general <tyKCanager 


Monthly reports to the general manager, showing com¬ 
parisons with past performance, standards and the master 
schedule, should provide the following information: 

1. Sales for each class of product (for the month and to 

date). 

2. Sales by districts and subdistricts (for the month 

and to date). 

3. Unfilled orders. 

4. Returned goods. 

5. Total production by departments. 

6. Labor and material used (total for the month and to 

date compared to standard amount for goods 
produced). 

7. Raw materials on hand and contracted for, goods in 

process and finished goods. 

8. Analysis of labor turnover. 

9. Percentage of delinquent accounts to total accounts 

receivable. 

10. Cost of production by lines and divisions. 

11. Cost of sales by lines and territories. 

12. General administration costs (unless such costs are 

prorated to production and sales). 

13. Comparative balance sheet with statement of sources 

and application of funds, and static and dynamic 
ratios. 

14. Earnings for the month and to date. 

15. Profits by lines, in the form of a chart giving com¬ 

parison of total costs to selling price, showing 
fluctuations over the monthly period. 

16. Comparison, by divisions, of total cost with standard 

cost. 
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^^eports for the Sales (^Manager 

The sales manager needs prompt and accurate 
reports, supplied to him regularly, which give him 
the following information: 

1. Comparisons of sales standards with actual 

sales by lines. 

2. Sales according to districts and subdistricts. 

3. Sales by individual salesmen. 

4. Sales according to types of customers. 

5. Sales for cash. 

6. Sales on credit (by terms). 

7. Discounts given. 

8. Unfilled orders. 

9. Returns and cancellations. 

10. Overdue accounts. 

11. Advertising (distribution and expense). 

12. Cost of sales by lines, districts, and sub¬ 

districts. 

13. Expenses of salesmen. 

14. Turnover in the sales force. 
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Reports for the Production <idhCanager 

The production manager requires periodic re¬ 
ports on the following: 

1. Quantity of production (by units and divi¬ 

sions). 

2. Unfilled orders. 

3. Delinquent orders. 

4. Goods shipped to date (by lines or other 

convenient division). 

5. Raw material on hand and not yet delivered, 

stocks in process, and finished goods. 

6. Spoiled and second-grade product (total by 

units or departments and percentage of 
total production). 

7. Man or machine hours, etc. (by divisions). 

8. Wastes, idleness, and delay (in relation to 

orders). 

9. Labor and material used (by departments, 

compared to standard amount for goods 
produced). 

10. Analysis of pay roll by departments. 

11. Analysis of labor turnover. 

12. Analysis of costs of production (material and 

labor costs and general and special manu¬ 
facturing expense by units, lines, and 
departments). 
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^^^orts for the Financial zJlIfCanager 


Periodic reports to the financial manager should 
include information along the following lines; 

1. Receipts and disbursements for the period 

covered. 

2. A statement of the financial position of the 

business in relation to the financial schedule. 

3. Reports of financial ratios, such as the 

following: 

—current assets to current liabilities. 

—total debt to net worth. 

—net worth to fixed assets. 

—^working capital to fixed assets. 
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The report should be as simple, clear and explicit as 
possible. It should present only necessary informa¬ 
tion, but present It in such a way that reference to 
more detailed data is easy. The executive wants 
information that is both complete and concise. He 
wants a correct impression, rather than a mass of 
details. 

A report should provide a measure of the success or 
failure of operation. It should include, therefore, 
essential comparisons of past performance with the 
established standard or schedule. 

Lastly, a report should be so presented that the 
important facts are apparent immediately. Less 
important data should be so presented as not to 
impair the vividness of the essential information. This 
requirement makes the form in which the report 
appears—the way the facts are arranged and pre¬ 
sented—an important consideration. 

Your facts and figures must be arranged carefully 
in order to give a true picture. Wherever it is possible, 
you should use graphic charts, for they make it easy to 
visualize trends and relationships. 

STARTING A CONTROL SYSTEM 

Ordinarily you are not able to introduce a complete 
scientific control system in its entirety all at once. 
The sudden and radical change in methods would be 
likely to result in confusion. To be effective, the sys¬ 
tem must have the support of the working personnel, 
and this can be won only by introducing the system 
gradually. 
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One good way to begin is to establish an accurate 
cost system for some one department, and then, as its 
effectiveness becomes apparent, gradually extend the 
cost system until the costs of the whole business 
are systematized. On the basis of actual costs, you can 
build a system of standard costs, and from the stand¬ 
ard costs you can then progress to the introduction of 
other control measures. 

In your development and use of control mechanism, 
there are two pitfalls of which you must beware. 
They are these: 

1. The system may be made unnecessarily 

complex. 

2. Too much dependence may be placed on the 

inanimate elements of the system. 

In devising the records to be used, your desire for 
complete data may lead you to provide for a costly 
system of red tape. Remember that your control 
system should be limited to data that are essential, 
and that means, among other things, data whose 
value is not exceeded by the cost of assembling them. 
If the expense of installing and operating the control 
system is greater than the saving it effects or the 
added results which it brings, then, of course, the 
elaborate control system is not justified. 

Your control system, no matter how good it is, 
cannot be expected to run your business for you; 
records cannot take the place of men. Records, 
standards, and schedules can serve only as a basis 
upon which decisions can be based. Though they are 
indispensable, they serve, after all, as a tool. 
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planning, direction, and supervision upon a com¬ 
parison of records of actual performance and 
costs with predetermined standards. The control 
system is arrived at by taking these steps: 

1. Set up, parallel to the lines of authority and 
responsibility, a system of records and reports 
of essential data. 

2. Analyze the records for a given period. 

3. Make necessary changes in conditions, meth¬ 
ods, and means, and establish standards of 
performance and costs for the coming period. 

4. Place the standards on a time basis, by 
establishing operating schedules. 

5. Check the records of actual performance 
against the standards and schedules, and make 
necessary readjustments. 


4 * 4 * 4 * 4 * 
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zA Qontrol 'T^roblem 



TN A MANUFACTURING organization it is 

A necessary that goods of satisfactory 
quality be produced at a cost that will 
show a profit, but they must be finished 
and delivered on time. Few things can 
do more to displease a customer than 
failure to keep a delivery promise. 

To keep production moving efficiently, 
you have: 

Analyzed production methods. 

Made necessary changes in conditions, 
methods, and facilities so that pro¬ 
duction could flow smoothly. 

Established standards of performance. 

Placed the standards on a time basis 
by establishing operating schedules. 

How can you tell whether you are 
keeping up to schedule ? 

How can you tell where the fault lies 
if you fall behind ? 

Just what form would a report system 
take to give you the needed information ? 

After you have laid out a suitable 
report form, turn to page 306, and com¬ 
pare it with the form shown and explained 
by the general superintendent of a large 
manufacturing company. 
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Delegating Authority 

T he president and general manager of a moderate¬ 
sized manufacturing company was amazed re¬ 
cently when his banker refused to make a loan so that 
the business could be expanded. 

“But I tell you the market is there,” he protested. 
“If only we had the facilities to produce more goods 
we could supply it.” 

“I haven’t any doubt about the potential market,” 
the banker admitted. 

“You haven’t any doubts about my knowledge of 
this field, have you ? I’ve grown up with this business. 
I’m familiar with all of its details. There’s not a thing 
that goes on in the shop, the office, or the field that I 
don’t know about personally. I have a good reputation 
in the trade and in this town. Now, tell me what’s the 
matter.” 

“Well, we’ve checked your application over care¬ 
fully, and we feel there is an element of risk in your 
proposed expansion that we don’t care to take.” 
“Where’s the risk?” 

“To be perfectly frank, we think you know too 
much about your own business.” 

“I don’t get you.” 

“Let me ask you a few questions to see if I can 
bring out what we have in mind. Who makes all the 
decisions in your organization ?” 
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“I do, and you can’t point to an important wrong 
decision I’ve made.” 

“And who issues all the orders?” 

“I issue them, and then I know they’re issued 
correctly. What’s more, I see to it personally that they 
are carried out as they should be. I even sign all the 
letters that go out in the company’s name. There isn’t 
a man In the company that works as hard as I do.” 

“I’ve no doubt of it. I’m not questioning your 
personal ability or your integrity. Neither am I 
worried about the present financial condition of your 
company.” 

“Then what are you driving at?” 

“Do you remember that note of your company’s 
that fell due about a year ago ?” 

“You mean that time I was in the hospital follow¬ 
ing that automobile smashup ?” 

“That’s the one. You remember that we didn’t 
know whether you wanted to pay it in full, reduce it, 
or renew it, and we couldn’t find out for several days 
after the due date ?” 

“But, damn it, man, I was unconscious for three 
days. And you’ll remember that as soon as I was able 
to talk, that note was paid in full and cancelled. We 
paid it out of earnings, too. Our business had been 
going along swimmingly. It is now.” 

“We weren’t worried about our money. But we did 
begin to wonder about your business. Operations 
slowed up, didn’t they, while you were in the 
hospital ?” 

“Naturally.” 
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“Quite naturally. The fact is that yours is a one- 
man business, and we feel that it is as big as a one- 
man business ought to be—even too big for a one-man 
business, in spite of the success you’ve had so far.” 

“How can you call it a one-man business ? There are 
six hundred men on the pay roll.” 

“Yes, and none of them can do any executive work 
unless you’re there to see that it’s done. If an emer¬ 
gency forces you to be absent, any question that 
arises, even one concerning routine operation, must 
wait until you return before it is answered. You, 
personally, are the sole force holding your organ¬ 
ization together. That is your weakness. 

“I admit that thus far you’ve done well, but you 
just can’t develop along the same lines. As chief 
executive, you are responsible for keeping that broad 
outlook which is essential to your progress and your 
prosperity. When the whole burden of execution rests 
on your shoulders, when you personally must handle a 
mass of details in directing, supervising, controlling, 
and coordinating the entire organization, it just isn’t 
possible to take care of the big things. You can’t 
judge of the size of the forest when you have to make 
your way among all the trees.” 

“So you think I ought to surrender the reins to 
some of my subordinates, do you ?” 

“That’s one way of putting it. You are doing now 
about all that one man can do. If your organization 
were any bigger or more complex, the only way you 
could, manage it effectively would not be by keeping 
concentrated in your own hands all the administra¬ 
tive, executive, and judicial power, but by delegating 
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part of it to such men as may be equipped thoroughly 
to direct, supervise, and control the various 
departments.” 

“But I haven’t anybody who can do any of these 
things as well as I can.” 

“That is an admission of weakness that I was hop¬ 
ing you would make. Whose fault is it that there are 
no subordinates who can carry on In your absence ? 
Whose fault Is it that you are burled under a constant 
avalanche of details ? What would happen to the busi¬ 
ness if something happened to you? I’ll venture to 
say that your personal supervision over every opera¬ 
tion of the business is a handicap to the highest 
efficiency right now when everything seems to be 
going smoothly. 

“I’m sorry we can’t see things your way, but with 
conditions the way they are, we just can’t share the 
risk of expansion with you.” 

THE FAULT OF OVERCENTRALIZATION 

Overcentralization of authority and responsibility 
in the general manager is a common fault; in many 
cases it is the main contributing cause to failure. The 
chief executive becomes so burdened that he cannot 
keep abreast of developments in modern manage¬ 
ment. One effect of this is to retard progress in the 
organization. Modern improvements are not intro¬ 
duced. The limit of growth and development is fixed 
by the ability and working time of the manager. 

Furthermore, when the manager fails to grant 
definite authority and responsibility to others, he has 
no check, save personal observation, on the perform- 
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ance of the men under him. Inasmuch as none of the 
men are responsible for the accomplishment of definite 
tasks, he is unable to appraise accurately the true 
value of their services. 

Under such circumstances a premium is placed on 
activity rather than on results. The man who is 
bustling and who makes himself conspicuous often 
gets more credit than the man who works more 
effectually but more unobtrusively. The quiet man is 
overshadowed by the domineering man who has the 
knack of covering up his incapacity. 

Even when the man of domineering personality has 
genuine ability, his influence is likely to upset the 
balance of the organization, for the manager may be 
swayed to prefer his ideas to those of others. One 
forceful man, through his influence with the chief, 
may gain virtual control over the whole organization 
and thus affect the operations of departments with 
which he has no familiarity. 

When the department heads and other executives 
lack definite authority and responsibility, the morale 
of the entire organization suffers. If a man lacks full 
power to direct and control the work that he is doing, 
he will take no particular interest in its success. 
His chief concern will be to “get by.” 

The executive who is denied the power to make 
decisions and direct the work properly cannot be 
expected to hold control for long over the men under 
him. If he becomes known as a mere figurehead, to 
be obeyed only when the big chief has issued the 
order, his value is slight. Should he issue an order, the 
men can go over his head and appeal to the chief. In 
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ways such as these antagonism is bred between 
workers and executive and between executive and 
management. It is an unfair condition that is certain 
to cause friction and inefficiency. 

AUTHORITY WITH RESPONSIBILITY 

Definite authority and responsibility should be 
placed for each phase of the work of the organization. 
In so placing them, this principle must be observed: 

Authority and responsibility must be coexistent and 
coterminous. 

One without the other is useless. Authority and 
responsibility not only must be delegated, but they 
must be coordinated. Only when the two go hand in 
hand all the way can you secure the utmost in effi¬ 
ciency from the entire personnel. 

Authority carries with it the right to enforce such 
orders as are issued. It is not inherent in the position 
but must be granted definitely. Discipline is possible 
only when the head of a division, responsible for 
performance, is given the proper authority to make his 
direction and control effective. This definite fixed 
authority should be stepped down systematically all 
the way from the owners of the business to every 
employee in the organization. 

Responsibility is accountability for the performance of 
a duty. 

Every man in the organization, from top to bottom, 
has certain duties assigned to him; for their per¬ 
formance he is answerable. How great is his responsi¬ 
bility depends upon the position which he holds. 
In every case the man must be wholly responsible in 
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his own field, so that he may be held accountable for 
the results which he accomplishes, and so that those 
results may not be confused with the results of others. 

Authority can be delegated to a subordinate with¬ 
out his being held thereafter definitely responsible for 
results. You cannot, however, delegate responsibility 
without giving authority or power to act. If you 
keep authority in yourself, you also must keep 
responsibility. 

If the organization is to be balanced, the relation of 
authority and responsibility throughout must be 
reciprocal. Authority alone leads to interference, 
petty faultfinding, and inefficient direction. Responsi¬ 
bility alone deprives a man of the equipment neces¬ 
sary to do his job. If the delegation of authority and 
responsibility is indefinite, there is friction and 
duplication of effort. 

Suppose the production manager should wish to 
change a certain procedure, or the purchasing agent 
should have an opportunity to buy needed articles at 
a bargain price if he acts promptly, or the sales 
manager should desire to meet sudden new competi¬ 
tion by altering his sales districts, but that none of 
these executives could put his decision into effect 
until he had the approval of the general manager. 
Execution would be hampered, initiative destroyed, 
and discontent engendered. That is the way a man’s 
hands are tied. The desire is to please the general 
manager rather than to get results. 

Enormous amounts of time and effort are wasted 
when authority is lacking. Suppose, for example, that 
the operator of a crane reports to the foreman of the 
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machine department that a motor has burned out, 
and that the foreman must waste his own time and 
that of the superintendent by going to the superin¬ 
tendent for instructions. Suppose that the superin¬ 
tendent lacks authority to do anything about it and 
must wait for an opportunity to see the manager, and 
then take up the manager’s time getting an order to 
have the motor repaired. 

Such a procedure would be worse than useless. Not 
only would it waste everybody’s time and slow up 
production, but the foreman probably knows more 
than the general manager, anyway, about what ought 
to be done in that detailed and routine matter. The 
foreman should have had the authority to make the 
decision as to what should be done. 

Naturally, there are some decisions which only the 
chief executive can make, but there are many others 
which can be made even better by the men under 
him who are closer to actual operations. To deny 
these men authority to make such decisions, hampers 
effective operation. 

At the same time full responsibility must accom¬ 
pany authority. The foreman who has authority to 
order that crane repaired must be held responsible 
for seeing that the order, if necessary, is issued, 
that the repairs are made, and that the crane resumes 
work. 

Authority without responsibility may be detri¬ 
mental. The executive who can issue orders and 
enforce their obedience, yet is not held accountable 
for the effects of his orders, will chafe under inactivity, 
develop a desire to manifest his importance, become 
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a source of interference, and actually hinder instead of 
helping the work that is in progress. 

Such continual annoyance eventually destroys 
morale. Responsible subordinates will be subjected 
constantly to an arbitrary imposition of authority 
by men who are not accountable for results. The men 
issuing the orders, knowing that they will not be 
blamed for errors, will be careless about the orders 
that they issue. With definite responsibility lacking, 
with no means of checking up on performance, 
the man with irresponsible power can act in any 
manner he sees fit, regardless of the policies of the 
organization or its welfare. 

Authority and responsibility not only must be 
delegated; they must be definitely fixed. Unless they 
are, certain functions will have no one directly in 
charge, while in the case of other functions there 
will be confused overlapping. Continual friction 
results from overlapping, for each executive claims 
and uses all the authority he dares and relinquishes 
only what he must; each claims credit for successes 
and denies responsibility for failures. Even workers 
are affected, and the opportunity to loaf on the job is 
wide. 


THE NEED FOR COORDINATION 

Decentralization of execution is necessary for 
efficient management. The manager must be left free 
to devote his attention to matters concerning the 
business as a whole, such as the formation of policies 
and the coordination of departments. The necessary 
freedom can be had only when he delegates part of the 
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burden of direction, supervision, and control to 
competent executives. 

When the manager gives to department heads 
authority and responsibility within their own fields, 
he develops a corps of consulting authorities and 
experts who know the exact conditions under which 
each department is operating, and who can offer 
practical suggestions for the conduct of the business. 

And why does the manager need their practical 
suggestionsWhy does he need a corps of consulting 
experts } Because these men have more intimate 
contact than he, and they can study and develop 
new methods which he would have neither time nor 
opportunity to work out. Their suggestions, coming 
from every department, give him a comprehensive 
fund of information upon which to base his decisions. 

Decisions of the manager will be sounder and safer 
when he has knowledge of the problems from all 
angles, from the viewpoints of all departments. 
Decentralization of executive power makes his con¬ 
trol of operation more complete. 

The benefits of delegating authority with coordinate 
responsibility are many. Among them we may men¬ 
tion three: 

1. It secures executive cooperation. 

2. It stimulates the interest of the workers. 

3. It provides a basis for measuring individual 

results. 

Only when they have power to act on their own 
initiative can executives be expected to cooperate 
with each other. To stimulate the executive’s good 
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will and desire to help, you must gratify his desire 
for authority. If he lacks complete authority over 
the domain of which he is the nominal head, he will be 
jealous of the little authority that he has and will 
be inclined to resent and oppose any act or policy 
which seems to infringe on his powers. This would be 
bad enough if it affected the executives only, but 
often the feeling filters down through the whole 
working force, with loss of respect for superiors and 
distrust of their actions. 

When a man is given the right to issue orders so 
that work will be done his way, and when he is 
charged with the duty of seeing that the work is done 
as it should be done, he takes a pride in his function 
that lessens the necessity for close and constant 
supervision and correction. He is impressed with the 
necessity of justifying the importance of his task, 
and he will seek to increase his efficiency. He is aided 
in doing this if he has some measurement of his work, 
such as records of performance, comparisons with 
standards, operating schedules, and past perform¬ 
ance, data on the rate of increase in output, and 
the like. 

The same element of stimulation applies to the 
executive’s subordinates. If he in turn will delegate 
some responsibility and authority, rather than inter¬ 
fere in petty routine matters, he will engender a pride 
of workmanship that will greatly increase output. 

More than that, the practice of imposing authority 
and responsibility will tend to develop men who can 
think for themselves, men who can become capable 
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of holding executive positions. When encouraged to 
use their own initiative, men will analyze problems, 
visualize clearly, think accurately, and decide quickly. 
Through meeting emergencies, facing problems, and 
working out their own solutions, they will learn to 
stand on their own feet, and the presence of such men 
will eliminate the danger that the loss of any one man 
would result in hardship to the organization. A work¬ 
ing force of self-reliant men is infinitely more stable 
than an organization of robots. 

Also, day-by-day work will be done better. When a 
sub-executive merely passes down orders he has 
received from higher up, without any authority or 
responsibility on his own account, he will not be nearly 
as careful as when he has full power to control the 
work and carries the responsibility for its 
performance. 

When authority and responsibility are definitely 
allocated, you have a basis for measuring individual 
results. With no clear delimitation of powers and 
duties, you are unable to tell when a man is doing his 
job as it should be done or whether he is shifting blame 
to someone else. In many cases the man may suc¬ 
cessfully appropriate to himself credit for good work 
which rightly belongs to another. 

The prospect of receiving approbation for good 
work is a powerful incentive for employees; it stimu¬ 
lates initiative. In a well-organized business, anything 
that happens among the men under an executive 
rebounds to the credit of the executive, and it does 
not detract from that credit if he shares it with a 
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subordinate. The executive who accepts a worth¬ 
while piece of work originated and carried out by 
a subordinate, and then claims all the credit for it 
himself, usually is afraid of his own job. It will be only 
a matter of time before he is found out. 

Every business needs new ideas and constant 
striving for improvement. They are found only In 
the organization where the employees are allowed to 
express their personalities and where they are en¬ 
couraged, within the limits of their responsibility, to 
act upon their own initiative. 

THE DELEGATING PROCESS 

To be effective, the delegation of authority with 
coordinate responsibility must observe two principles: 

1. It must be absolute. 

2. It must be along logical lines. 

The desired end will not be served when the 
manager merely surrounds himself with a number of 
aides to whom he gives authority to issue orders in 
his name. He has thus simply scattered direction 
among subordinates whose work he must supervise 
closely. With responsibility still on his shoulders, he 
has gained but little. 

Credit for accomplishment still accrues to the 
manager, and he thus fails to gain the important 
advantage supplied by the incentive to employees. 
Moreover, the aide, lacking the proper perspective 
and placing too much emphasis on the office point of 
view, may issue orders with little reference to the 
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possibilities of execution. Such a substitute authority 
is almost certain to cause dissension. 

DELEGATION BY FUNCTIONS 

The coordinated departments and sub-depart¬ 
ments mapped out by functionalizing the business 
supplies the logical plan for delegating authority 
and responsibility. Full authority and responsibility 
can be delegated to experts, on the basis of the func¬ 
tional divisions, for directing, supervising, and con¬ 
trolling such departments as sales, production, 
purchasing, finance, engineering, and personnel. 
Within each department, part of the function can be 
delegated to lesser executives. 

Functionalization determines the exact scope of 
every position in the organization, recognizing each 
function as a separate entity, involving certain duties 
for each, and requiring certain characteristics for 
performance. Thus definite authority and responsibil¬ 
ity for specific functions can be given to the person 
occupying any particular position. To secure co¬ 
ordination in execution, similar and related functions 
are placed under one head. 

How much authority and responsibility to give one 
man depends largely upon the size of the organization. 
In a large corporation, purchasing might constitute 
a separate department in itself, and the head would 
have authority and responsibility for purchasing 
alone. In a smaller company, he might also have stores 
and other related activities. The essential point is that 
the limits of a man’s responsibility are identical with 
those over which he has authority. 

259 



BUSINESS ORGANIZATION 


THE ORGANIZATION CHART 

Every man in the organization should know not 
only the scope and limits of his own authority and 
responsibility, but the scope and limits of the other 
members. In order to acquaint the personnel with 
the location of authority and responsibility for any 
particular kind of activity, an organization chart is 
used. This shows the relationship of functions and the 
lines of control, and gives a general view of the rights 
and duties of each individual. 

The organization chart is a graphic presentation of 
functions. Supplementing it, we have the personnel 
chart. This substitutes in the places of the functions, 
the persons who are responsible for the functions’ 
performance. It emphasizes the exact scope of 
individual control. 

With the two charts, any executive can see at a 
glance the extent of his authority and responsibility— 
the work which he is to direct, supervise, and control, 
and the persons to whom he can give orders. In like 
manner, it enables the subordinate to know just 
who has the right to give orders to him. 

THE ORGANIZATION MANUAL 

Charts are valuable, but even the best of them is 
nothing more than a bare outline. Usually a more 
detailed discussion is needed to set forth the duties 
involved in each position. It is advisable to include 
such a. discussion in the organization manual. There 
then can be no question as to who has authority and 
responsibility in any particular case. The chart shows 
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the limits of authority; the manual states the specific 
powers within those limits. 

The manual, of course, does not prescribe rules of 
action for every member of the organization. Depart¬ 
ment heads, for example, can use their own initiative 
within the limits of their authority. Certain powers 
are conferred upon them; how they exercise those 
powers is left to their own discretion. 

DEVELOPING EXECUTIVES 

It is understood that the men to whom you delegate 
authority and responsibility should be capable of 
assuming it. The safest method of assuring the 
presence of such men in your organization is to 
develop a force of potential executives from among 
the working force. 

By gradually delegating power and responsibility 
to subordinates, and by steadily increasing the load 
upon those who show ability, you soon bring into 
prominence men who are capable of filling larger 
places in the organization. Pay particular attention 
to the men wh'o show that they have forceful personal¬ 
ities, alert, analytical minds, and the happy faculty 
of getting along with people. 



To DECENTRALIZE au¬ 
thority and responsibility in your organization, 

these principles must be observed: 

1. Authority and responsibility must be stepped 
down from the highest position to the lowest, 
so that every man has power to order and 
enforce the execution of work over which he 
is the head, and is answerable to the man 
above him for the results of that work. 

2. Authority and responsibility must be absolute. 

3. They must be coterminous. 

4. They must follow the division of functions 
in the organization. 

5. The limits of powers and duties for each 
position should be shown clearly on the 
organization chart. 

6. The specific powers and duties for each 
position should be clearly and completely 
stated in the organization manual. 

4. 4. 4. 4. 
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VIII 


Incentives for Workers 

N o army ever accomplished more astounding 
results than the forces which served under 
Napoleon, and the secret of their phenomenal suc¬ 
cesses may be found to lie, in large measure, in the oft- 
repeated boast that every soldier carried in his 
knapsack the baton of a marshal of France. With 
such promotion and reward waiting on victories, no 
sacrifice was too great in the service of the emperor. 

Barring an international catastrophe, few business 
organizations can fail, if every worker, from the 
highest to the lowest, is giving the best that is in him. 
None can succeed if the workers look upon their 
tasks as mere drudgery without hope of personal 
reward. Men do good work when they want to work, 
not when they are driven to it by immediate necessity. 
The difference between success and failure often can 
be measured exactly by the difference between work 
done eagerly and work done grudgingly. 

In our present industrial and commercial system, 
erected upon the foundation of specialization and 
large-scale production, there is danger that the worker 
may become merely a cog in the business machine. 
His job may be so limited in scope, and the tasks it 
involves so specialized, that he can feel little interest 
in it. The fear of losing his source of income may 
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keep him at work, but he is likely to do no more than 
he is obliged to. 

He may see no identity of interest between him and 
his employer. He may even come to feel that his 
interests and those of the employer are antagonistic. 
He may scheme with fellow workers to get as much 
as he can and give as little service as possible in 
return. He may even be an active factor in defeating 
the purposes of the organization by which he is hired. 

Nor is the worker always entirely to blame. He 
has, to a great extent, been deprived of the opportu¬ 
nity to use his own judgment and initiative. The 
incentive to win the approbation of his employer 
and of his fellow workers through distinctive work¬ 
manship has been taken away from him. The mutual¬ 
ity of interest between worker and employer disappears 
in the great organization where the relations between 
the two are entirely impersonal. Misunderstanding 
grows into suspicion and then flames into open 
hostility. 

Much of the responsibility for such a situation can 
be laid at the door of mis-management. The fault is 
due to failure to provide the worker with proper 
incentives. When loyalty, initiative, and cooperation 
are encouraged, recognized, and rewarded ade¬ 
quately, there need be little fear that initiative will be 
lacking. 


WHAT INCENTIVES ARE 

An incentive is a stimulus to action, a force which 
acts on the mind of the worker, as well as the executive, 
and, through its effect upon him, ultimately produces 
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either physical action or the development of a definite 
attitude. 

There are three general types of Incentives which 
can be used to stimulate the worker to work more 
productively and more efficiently: 

—non-material incentives 
—semi-material incentives 
—material incentives 

Each of these stimuli produces a different kind of 
reaction. The most satisfactory results are obtained, 
when all three kinds are combined in the organization. 

Non-material Incentives are embodied In the at¬ 
titude of the management and executives toward the 
workers. Their purpose is to develop a spirit of loyalty 
to bind together the personnel of the whole organ¬ 
ization. They include such stimuli as personal 
interest in the workers, an appreciation of their 
efforts, and a recognition of their problems and points 
of view. 

Semi-material incentives are designed to foster 
interest and contentment in the work; they tend to 
offset the loss of opportunity for creative workman¬ 
ship. They comprise proper placement, pleasant 
working conditions, steady employment, a training 
system, opportunity for advancement, and other 
factors not found in the actual work itself. 

Material incentives, the strongest of all, are those 
which appeal to the self-interest of the worker. They 
Include the systems of financial reward which enable 
the worker to increase his earnings by increasing his 
output. To such stimuli workers respond most 
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quickly; without them all other incentives lose their 
force. 


BUILDING MORALE 

It is through an adequate, well-rounded system of 
incentives that a sound esprit de corps is developed in 
the organization. It inspires the worker with loyalty 
to the organization and to its leaders, and instills in 
him a desire to further the interests of the organiza¬ 
tion as well as his own interests. 

It makes the worker interested in his job, it 
stimulates his initiative for Improvement, and It 
gives him the energy to overcome obstacles and keep 
effort sustained. It gives him the desire to cooperate 
with his fellow workers, to adapt himself to condi¬ 
tions, and to make compromises for the good of the 
work as a whole. All these phases of the workers’ 
common attitude combine into the organization’s 
morale. 

The benefits resulting from the morale developed 
by an adequate system of Incentives are many, but 
among them, three are outstanding: 

1. Friction in the organization is eliminated. 

2. Quantity and quality of production are 

increased. 

3. Labor turnover is reduced. 

Discord and failure to cooperate result from inabil¬ 
ity to see a collective interest in the success of the 
organization. When the workers feel that the manage¬ 
ment takes enough interest in them to provide 
proper incentives, ranging all the way from incentive 
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wage payments to sympathetic leadership, distrust 
and suspicion of the management disappear. 

With a friendly feeling and a common viewpoint 
both management and labor will make concessions. 
Rational discussions will take the place of ultimatums. 
Friction will disappear between different groups of 
workers. 

Financial incentives, by making the worker’s pay 
proportionate to the results he produces, stimulate 
him to increase his output. Semi-material and non- 
material incentives tend to Improve every phase of 
the quality of his production. 

The wage incentive is of first Importance, for 
when a man is paid for what he produces he has 
no quarrel with the management. A fair wage, how¬ 
ever, is merely what he is entitled to; real interest in 
the organization and the impulse to do good work are 
awakened by the other incentives. Quality of product, 
to a great degree, depends upon the worker’s attitude 
toward the company. 

More than that, where there is a loyal, interested 
working force, waste of material, damage to equip¬ 
ment, and failure to use equipment to full capacity 
are reduced to a minimum. Lack of interest in the 
work and in the company, manifested in lowered labor 
efficiency, is a definite liability of the business, even 
though it may never appear on the balance sheet. 

Labor turnover is one of the costliest factors in 
industry. A contented worker does not quit his job. 
The organization which gives the workers proper 
incentives has a powerful advantage over competing 
organizations which are less far-seeing. 
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Especially during periods of labor disturbance do 
incentives prove their worth. Sooner or later, to every 
business a time always comes when the whole¬ 
hearted cooperation of the men is necessary to 
keep the company going. Utterly selfish action, with 
complete disregard of the consequences, may be 
averted if a spirit of loyalty has been built up through 
adequate incentives. 

In short, anything which contributes to the happi¬ 
ness of the working force is of definite value to the 
management. 

ESTABLISHING INCENTIVES 

Responsibility for developing the proper incentives 
lies with the administrative and executive officers of 
the organization. At the outset they should realize 
this principle: 

Neither the wage scale alone nor a system of non¬ 
material or semi-material incentives alone is sufficient 
to imbue the working force with the proper spirit. 
There must be a combination of types of incentive. 
Men will not work satisfactorily merely for pay or 
merely for love of the work. 

With this principle in mind, conditions In the 
organization are investigated, and an incentive system 
is devised to fit the particular needs. This system 
should include the three types of incentives—non¬ 
material, semi-material, and material. 

NON-MATERIAL INCENTIVES 

The establishment of non-material incentives 
should recognize these principles: 
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Faith in the good will of the management must 
be established. 

Employees must be treated courteously. 

Appreciation of good work must be expressed. 

The attitude of the management must extend in 
an unbroken chain down to the workers. 

Some measure of personal contact between 
executives and employees should prevail. 

Group and individual interests of the workers 
must be recognized. 

Personal loyalty to the manager and executives 
should be cultivated. 

It is necessary that the employees have confidence 
in the integrity of the management. The attitude of 
the man at the head of the business must be char¬ 
acterized by understanding, sympathy, sincerity, 
and good faith. He must have an unselfish, whole¬ 
hearted interest in his men. There can be no success 
if they do not trust him, and he will not have their 
trust unless he deserves it. 

A consistently courteous attitude on the part of 
officers toward their subordinates is a fundamental 
to the preservation of morale. Every employee, 
regardless of his rank, is entitled to the same con¬ 
siderate treatment. An autocratic attitude by an 
executive will be met by resentment; a friendly 
reception wins loyalty and interest. 

Men expect to receive credit for work well done, 
and they feel cheated when they do not receive it. 
If his efforts are not recognized, the worker loses 
interest. Even when this recognition is no more 
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than a few words of praise, it stimulates a feeling of 
responsibility. Encouragement develops a pride of 
achievement that is of real productive value. 

In the chain of good will which should extend from 
the chief executive to the humblest worker, the most 
important link is the foreman—the man who directly 
connects the management with the men. In him the 
workers read the attitude of the management. More 
than any other one man, the foreman can stimulate 
the workers to their best efforts. 

In the selection of a foreman, his ability to inculcate 
in his men the spirit of the organization should be a 
prime consideration. If he can teach and train his 
men and win their confidence and cooperation, he 
will be one of the best preventives of labor trouble, 
labor turnover, and inefficiency in the entire 
organization. 

Personal contact between worker and executive, or 
even between worker and general manager, is an 
effective builder of good will. While it is unwise to 
go to extremes in fraternizing with employees, 
to the extent where prestige and dignity are sacrificed, 
the manager who is known as the personal friend of his 
men has their unquestioned loyalty. 

Every worker is impressed with the importance of 
his own problems. These are of two kinds; 

—his problems as a member of a group 

—^his individual problems 

With respect to such interests as hours, working 
conditions, and, to a certain extent, wages, he is 
content to be identified with his fellow workers and 
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receive the same consideration as they. So far as 
wages go, the group interest prevails as to the basis 
of payment; the actual amount of payment is an 
individual concern and is manifest in the desire for 
payment according to results. 

In addition to such concerns, the employee has 
interests relating to his well-being outside of his 
employment, and the employer who shows a friendly 
interest in the employee’s personal affairs that is 
neither intrusive nor paternalistic goes a long way 
toward developing loyalty. 

It is very seldom that loyalty is wholly impersonal. 
What usually is thought of as loyalty to a company 
more often than not is loyalty to the men at the head 
of it. This exists only when the leader, through his 
actions and his attitude toward the men, supplies the 
incentives of a non-material nature which win their 
confidence and their willing collaboration. Non¬ 
material incentives, in other words, are dependent 
upon executives who have the personality and 
ability which insure admiration and respect—men 
who, by their action and their attitude, can build up 
morale. 


SEMI-MATERIAL INCENTIVES 

Semi-material incentives are those which contribute 
chiefly to the material advancement or physical com¬ 
fort of the employee. They may not hold out as an 
inducement any immediate and tangible reward, but 
they are conducive to his satisfaction and his well¬ 
being. They include such factors as the following: 
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Proper placement 
Systematic training 
A regular promotion system 
Steady employment 
Standards of performance 
Contests 

Employee representation 
Good working conditions 
Company services 
Company publications 

Only when he is doing work to which he is suited 
can the employee be contented and efficient. The 
discontent of a misfit worker is a serious impediment 
to the operation of any incentive system. Proper 
placement provides an interest which is in itself a 
powerful incentive. 

Even when a new man has talents and abilities 
which qualify him to do well the work to which he is 
assigned, he may become a misfit through starting 
off on the wrong foot. It is not easy for everyone to 
adapt himself readily to conditions in a new organ¬ 
ization or a new job, especially when he may be 
handicapped by ignorance and lack of confidence. 
Personal interest and special attention at the outset 
will be a help for which he will be grateful. 

TRAINING AND EDUCATION 

At no time should the employee feel that the inter¬ 
est of the employer in him is lacking; he should be 
made to realize that opportunites of a very practical 
nature constantly are held open to him. In this 
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respect, continuous and constructive programs of 
training and education are of direct value, not only 
to the worker but to the company as well. 

Two main advantages are secured by a good train¬ 
ing system: 

1. The worker increases his operating efficiency. 

2 . The training fits him for the job ahead. 

It is apparent that careful instruction in methods 
and processes enables the employee to work more 
quickly and more accurately, with less waste of mate¬ 
rials and less wear and tear on equipment—^with 
greater results for the same amount of effort. If the 
wage system is in proportion to results, there is a 
combination of semi-material and material advan¬ 
tages of which he will be glad to avail himself. 

The goal of promotion becomes attainable when the 
worker has an opportunity to learn more about the 
organization and the tasks involved in the job above 
him. He will have something to work forward to, 
because the way has been marked out for him. 

SYSTEMATIC PROMOTION 

To the training for promotion there must be added 
the opportunity provided by a regular promotion 
system. The employee must know not only that he 
can qualify for a higher position, but that the higher 
position will be open to him. There should be a fairly 
regular path along which he knows he can travel. 

Employees should be justified in feeling that when 
a position is open, it will be filled by a man in the 
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organization who has earned promotion rather than 
by an outsider or by someone whose chief qualifica¬ 
tion is influence. Other things being equal, seniority 
should entitle a man to promotion, but where two 
men are not equally capable, ability should be the 
determining factor in deciding who shall get a partic¬ 
ular job. 

In order that there may be no ground for favoritism 
or personal opinion, an adequate set of employees’ 
records should be kept and should serve as a basis for 
advancing a man to a higher position. Ambition and 
enthusiasm are kept alive when a man knows that 
he will be rewarded according to his record. 

STEADY EMPLOYMENT 

A man can have little loyalty for an organization 
and little desire to put forth his best efforts, if he feels 
that his job is only a temporary one. In certain lines 
of business there are rush periods when men are taken 
on in large numbers and then let out when the slack 
season sets in. Sometimes this large turnover in 
labor, which always is costly, is not so much a mat¬ 
ter of necessity as a lack of careful scheduling of 
production. 

The best workers get into jobs where they stay 
put. You cannot get the most desirable labor for 
your purposes if you repeatedly hire and fire en bloc. 
On the other hand, the man who feels secure in his 
position as long as he does good work tends to identify 
himself with the organization, take pride in its accom¬ 
plishments, and make the most of the possibilities 
of his own job. 
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PERFORMANCE STANDARDS 

Standards of performance are in themselves an 
incentive. When the worker sees before him a definite 
goal set up by the management which he is expected 
to reach, he will try to reach it, knowing that unless 
he does reach it, he will have failed in that particular 
task. In the same way, he knows that If he measures 
up to the standard, his superiors will be aware of it 
and will recognize in his achievement the fact that he 
is a competent workman. 

Once he has reached a certain level of efficiency, a 
worker will strive to keep from falling below it. 
This is especially true when the wage he receives is in 
proportion to his accomplishment. Pride of achieve¬ 
ment, desire for approbation, and eagerness for 
material gain, all are incentives which can result from 
a system of standards of performance. 

In many organizations, additional stimulation to 
good work is provided by contests. Often the increase 
in results is only temporary, but in some cases they 
lead the employee to realize what he can do and how 
much he can earn, and he attempts to repeat his 
performance in order to maintain both his reputation 
and his income. Sometimes contests engender antag¬ 
onism between individuals or departments, but if the 
competition can be kept friendly, they may be of 
lasting value. 

EMPLOYEE REPRESENTATION 

The principle that workers have a right to express 
their views on matters affecting their relations with 
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their employers has become generally recognized. 
It is necessary, therefore, to organize the relationship 
along definite lines that will give the workers some 
measure of control over conditions. 

The establishment of a system of employee repre¬ 
sentation is the first step toward eliminating misun¬ 
derstanding and encouraging cooperation. When the 
worker knows that he has a right to exercise his 
judgment in helping to solve some of the problems of 
the management, it gives him a sense of responsibility 
and stimulates his interest in the organization. 

Under the plan of employee representation, equal 
representative bodies for workers and management 
meet together to settle such problems affecting labor 
as those of wages, hours, working conditions, safety 
measures, sanitation, and discharge. 

Pleasant and convenient surroundings during work¬ 
ing hours always raise the morale of employees; 
unattractive and inconvenient conditions breed dis¬ 
satisfaction and discontent. Both mind and body are 
affected. Dampness, poor lighting, insufficient heat, 
and bad ventilation bring on fatigue, lower vitality, 
and decrease productivity. Badly arranged and in¬ 
ferior equipment likewise spoil both dispositions and 
efficiency. 


COMPANY SERVICES 

A most valuable group of non-material incentives 
are those growing out of the principle that the well¬ 
being of the worker, aside from matters connected 
directly with his employment, is a concern of the 
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business organization. Among such incentives, or 
services, are the following: 

—health service 
—recreational facilities 
—housing 

The health of the worker is a concern of the em¬ 
ployer. Not only are healthy workers more contented 
and loyal, but they are more productive. Provisions 
for the worker’s health are of all kinds. They range all 
the way from the installation of a safety-first kit to 
the establishment of a fully equipped hospital. 

Sometimes employees are suspicious of health 
services, and look upon physical examinations as 
methods of weeding some of them out. An explanation 
of their purpose in helping all to keep physically 
healthy and uninjured usually can break down the 
prejudice. 

Few things do more to promote a feeling of com¬ 
radeship and unity than does play. Athletics, outings, 
dances, and other forms of recreation, all make for 
company spirit. The better people play together, the 
better they work together. 

In some organizations, labor turnover has been 
reduced and morale strengthened through company 
assistance in buying homes or in renting them at 
moderate rates. There is no doubt that a pleasant 
and secure home life helps to make a worker con¬ 
tented and efficient. 

Housing development, however, should not be a 
matter of philanthropy, but should be on a commer¬ 
cial basis. The company should not seek to make 
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money out of selling or renting homes to employees, 
but at the same time should so administer any hous¬ 
ing development plan that not a great deal of money 
is lost. If there is proper administration there may 
be some financial deficit from the operation, but if 
this is not great, the loss will be more than offset 
by the advantages of good will and stability. 

COMPANY PUBLICATIONS 

Especially in selling organizations, a house organ, 
or company paper, can be an effective builder of 
good will. In general, it results in two benefits: 

It promotes cooperation among the workers. 

It establishes a bond of interest between manage¬ 
ment and workers. 

With each part of the organization kept informed 
of the activity and personalities of the other parts, a 
family feeling among employees is stimulated. The 
paper also serves as a channel of communication 
through which the management can explain its 
plans and problems to the workers and the workers 
can acquaint the management with their ideas and 
desires. 

The effective house organ is not merely a mouth¬ 
piece of the management. It gets its best results by 
emphasizing those things in which the employees are 
especially interested, whether they concern activities 
inside the organization or outside. It can become a 
potent factor in unifying the entire organization. 
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MATERIAL INCENTIVES 

Valuable as non-material and semi-material in¬ 
centives are, they are auxiliaries in winning employee 
loyalty and promoting efficiency. The main factors 
are the material, or financial, incentives. The worker 
works for material gain; his wages are his primary 
consideration. 

While mere wages may impel a man to work, 
however, they do not necessarily incite him to do 
his best work. For that we need a wage system which 
contains actual incentive factors. You do not wish 
to pay a man merely for putting in a given amount of 
time on a job; you want results for the wages you 
pay. Unless you have a hard-driving system of 
supervision which breeds antagonism, the only way 
you can maintain production at a desirable level 
is by having an added wage incentive—a system 
which pays a worker according to the amount or 
quality of his work. 

PLANNING AN INCENTIVE WAGE SYSTEM 

High wages alone do not constitute an adequate 
incentive to the production of the best work. Neither 
is an arbitrarily graduated scale of wages sufficient. 
All of the elements which enter into the job must be 
studied and the scale nicely and accurately adjusted, 
so that added Income for greater results is well 
within the ability of the worker. 

You must measure accurately the elements which 
enter into the determination of the proper wage for 
the particular type of labor. Then you must establish 
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conditions in the organization which approach as 
nearly as possible the ideal conditions under which 
the worker can accomplish the desired results. 

To put it another way, you hold up to the worker a 
standard of performance which you have arrived at 
scientifically. For a particular wage you expect the 
employee to perform a certain volume of work in a 
certain period of time. Now, if conditions—equip¬ 
ment, materials, layout of the working plant, or 
other factors—should be such as to hamper the 
worker in producing the desired results, your wage 
scale, based on the standard of performance, mani¬ 
festly is unfair. The worker will resent it, and the 
unfavorable working conditions will nullify com¬ 
pletely any benefits you hoped to receive from the 
wage inducement. In the incentive wage system, 
which affects the worker in his attempt to attain 
the standard, his working conditions must be given 
consideration. 

In planning any satisfactory wage incentive sys¬ 
tem, three factors are essential: 

1. An analysis of the physical plant. 

2. The establishment of an organization to 

provide a complete planning system with 
the proper type of functional direction and 
supervision. 

3. The gradual training of the workers in the 

standard methods. 

The analysis of the physical plant includes a 
study of the best methods of plant layout, so that 
work can be routed most efficiently and performed 
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most conveniently. It includes, also, a study of equip¬ 
ment, such as selecting the right type of machines, 
determining the speeds at which they should be 
run, and getting them into perfect operating condi¬ 
tion, as well as the selection of tools, jigs, and acces¬ 
sories best suited to the processes. 

Standard materials must be decided upon to 
assure uniformity of operation and output. Various 
methods, both those in the particular plant and those 
in other plants, must be compared, and the best 
ones determined. 

These physical conditions not only must be estab¬ 
lished, but they must be maintained. For this an 
organization is needed. The function of this organiza¬ 
tion is to make sure that there always will be men 
responsible for seeing that all mechanical factors 
are in order; that planning, scheduling, and dis¬ 
patching are efficient; that the workers are instructed 
and continually coached in the established methods; 
and that inspection is provided by someone not 
engaged in actual operation. 

All of these preliminary items of procedure having 
been followed, fair standards of performance are 
established. The standard is set at that level of 
efficiency which time studies have shown that the 
average man given the proper training and working 
under the improved conditions, should be able to 
reach. Lastly, the workers are trained gradually 
in the standard methods. 

The. establishment of such a system virtually 
involves a reorganization of the whole concern. 
It should be brought about gradually, with changes 
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in conditions and methods so introduced that they 
are accepted by the workers without question. 

There are incentive wage systems of various kinds, 
but all of them should be based upon the following 
principles: 

The base wage should be guaranteed. 

Some inducement beyond the base wage must 
be offered for extraordinary effort. 

The additional return must be considered as 
something rightfully earned and not as a gift. 

Payment of the extra return must be prompt. 

The system must be simple enough to enable the 
worker to compute his own earnings. 

The reasons for these principles are readily under¬ 
stood. Guaranteeing the base wage is a first con¬ 
sideration. The average worker is working for his 
regular wages; he cannot afford to have them uncer¬ 
tain or subject to conditions beyond his control. 

Furthermore, the guaranteed base wage avoids 
the penalty of unreasonably low wages for new 
employees while learning the job, or for veteran 
employees who are being transferred from day 
workers to “standard workers” or from one type of 
work to another. 

Promptness in paying the extra compensation has 
a decided beneficial psychological effect resulting 
from the worker’s not being obliged to wait for 
evidence of the rewards of his increased effort. His 
enthusiasm should be rewarded while it is still 
glowing. It should not be computed in such a way, 
however, that the worker would be tempted to 
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intermittent “raiding” and “soldiering,” as would 
be the case if the computation were made on the 
basis of each job or each day. Payment preferably 
should be made weekly or semimonthly on a basis 
of total time or output versus standard time or 
output. 

Some incentive wage systems have become so 
complicated that the value of any increase in quality 
or quantity of output has been outweighed by the 
difficulty of administering the systems. Often the 
failure of a system can be laid to the inability of 
the worker to understand it. 

To be successful, a system must be one in which 
the worker will have confidence. It must be so 
simple that he can compute his own earnings and 
verify the wages which he receives. Thus he is assured 
that the company is not using some involved method 
of taking advantage of him. An incentive wage 
system of which the worker is suspicious may be 
worse than no system. 

It is essential that the operation of the system 
demonstrate the fairness of the management. For 
this reason, the added reward should be considered 
as an earned right, not as a favor which the company 
can withdraw at its pleasure. 

The system should be so carefully formulated that 
there need never be any occasion for cutting rates. 
The company which holds out to an employee the 
opportunity to earn increased pay, and then cuts 
the rates when the pay amounts to more than the 
company thinks one workman should receive, is 
guilty of a dishonest practice which is certain to 
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breed trouble. Never at any time should there be a 
valid reason for doubting the company’s good faith. 

To attain their fullest eflFectiveness, incentives 
should be set forth in a definite and comprehensive 
personnel policy, which should be given as much 
publicity as possible. In this way the organization 
goes on record before the public and its employees as 
upholding the observance of certain principles. 

With both management and workers keeping their 
eyes on the standard thus held aloft, both may strive 
with the same vision, and in the striving, work 
together in harmony and understanding. 
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♦ ♦ JJest results from the 
entire personnel are obtained by installing and 
maintaining a complete system of incentives. 

Non-material incentives are provided by an 
attitude of interest in the worker’s welfare 
extending down through every subordinate in 
an unbroken chain. 

Semi-material incentives are provided by 
definite measures which promote the well-being 
of the employee and make his affiliation with 
the company more interesting. 

Material incentives hold out a financial re¬ 
ward for improving the work of the employee. 
To establish them, these steps should be taken. 

1. Analyze working conditions, establish a stand¬ 
ard of performance, and fix a base wage. 

2. Provide working conditions which enable the 
worker to meet the standard with reasonable 
effort. 

3. Establish an organization to see that the fair 
working conditions are maintained. 

4. Provide a scale of additional compensation 
for work in excess of the standard. 

5. Train the workers so that they can better 
their performance and earn the higher in¬ 
comes. 
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<tAn Incentive I^roblem 


C OMPETITION has made it necessary that you 
cut unit costs in your plant. Your workers, 
however, are being paid on a time basis which is 
about average for your community, so that 
wages cannot be lowered without causing trouble. 

The alternative seems to be to obtain greater 
production from each worker. This ought to be 
possible, for shop studies reveal wide discre¬ 
pancies in quantity of output among different 
workers and even among different days for the 
same worker. Such uneven production makes it 
difficult for you to estimate production costs 
closely. 

You decide upon an incentive system whereby 
each worker, being paid in direct proportion to 
his output, will put forth his best efforts. A num¬ 
ber of features must characterize any such 
system: 

—It must be acceptable to the workers. 

—It must include provision for indirect 
workers, such as handlers. 

—Compensation must be relatively simple to 
compute in making up the pay roll. 

What kind of incentive system would you 
install ? 

How a large manufacturer of paper products 
solved the problem is told on page 312. 
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Appendix 

How Well-known Companies Have Solved 
Organization Problems 




A Personnel Policy Solution^ 


A personnel policy which has proved unusually cflFective 
was explained by William H, Hosford, vice-president of the 
Western Electric Company in charge of manufacturing, at the 
Sixth International Congress for Scientific Management, held 
in London in 1935. He said: 

If our business executives have definite objectives, is it too 
much to expect that those who contribute their services also 
have objectives? And as the relationship between the business 
and its employee is one from which both parties should derive 
satisfaction, would it not be well to know more about the 
reward which the employee feels he is entitled to receive, and 
not to assume that he is paid in full each week by the pay 
envelope ? 

Why do people work for us; or should it not be ‘with us’ ? 
“Have they definite rights or should they merely work for a 
wage? 

“The laws of every land are clear on one point: there are 
rights beyond the wage. And there are other rights beyond the 
law which society generally recognizes. 

“This fact was well recognized when the following state¬ 
ment defining the employee relations policy of the Western 
Electric Company was prepared more than ten years ago. 

To Employees Responsible jor Directing 
ike Work of Others 

It is the purpose of this statement to promote a more 
complete understanding on the company’s Employee 
Relations Policy. Attention is called to your responsibility 
for carrying out all of the provisions and to the methods 

^Seep. 68. 
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adopted for maintaining uniformity of practice in all 
departments of the company. 

Although Personnel Departments have been estab¬ 
lished to advise and assist executives and supervisors 
in their dealings with employees, responsiblility for mak¬ 
ing the policy effective in the everyday relationships with 
all employees must rest with you. 

Right relations with employees is one of the funda¬ 
mental elements in the success of the company, and must 
be founded upon the conviction of every employee that 
the policies of the company are based upon a spirit of 
justice in its dealings with every person with whom it is in 
contact. 

It is the policy— 

To pay all employees adequately for services rendered. 

When the individual records of all employees are re¬ 
viewed periodically, it is your duty to see that their rates 
of pay are adjusted fairly. Compensation should be based 
upon ability, responsibility, length of service, and capacity 
for growth, giving due consideration to cost of living, gen¬ 
eral business conditions, and wages paid by other concerns 
in the same territory for comparable work. 

To maintain reasonable hours of work and safe working 
conditions. 

Special attention must be paid to preserving the well¬ 
being of employees in equipping and maintaining shops, 
warehouses, offices, restaurants, and rest rooms, and other 
facilities for comfort and convenience. Careful considera¬ 
tion must be given to hours of work, vacations, medical 
service, and payment in case of absence. 

To provide continuous employment consistent with busi-^ 
ness conditions. 

In the management of the business a continuous effort 
must be made to provide steady work and permanent 
employment. When reduction in force is unavoidable, 
consideration should be given to retaining long-service 
employees. When additions are made to the force, prefcr- 

292 



APPENDIX 


ence should be given to former employees. Continuity of 
employees^ service records should be guarded. 

To place employees in the kind of work best suited to their 
abilities. 

Consideration must be given to placing each employee 
in the kind of work which offers opportunity for his maxi¬ 
mum growth and usefulness. Great care should be used in 
assigning employees to work when they are first employed, 
and trial should be given on different types of work when 
necessary. 

To help each individual to progress in the company's 
service. 

When vacancies occur, those already in the company 
are entitled to first consideration. Every employee should 
understand the relation of his work to that of the com¬ 
pany as a whole, and there should be provision for train¬ 
ing on the job, variety and progression of experience. 
Information and advice should be made available for those 
wishing to take advantage of outside educational 
opportunities. 

To aid employees in times of need. 

It is necessary for you to understand fully the purpose 
and scope of the Employees’ Benefit Fund for giving aid in 
times of disability and sickness or accident, and for 
granting retirement allowances. You should keep in¬ 
formed regarding loan funds available for meeting other 
emergencies. 

To encourage thrift. 

You are responsible for keeping your people informed 
and interested in the Stock Purchase Plan and other 
means available for encouraging thrift. Employees desir¬ 
ing information and counsel should be put in touch with 
those best qualified to advise on matters of home buying, 
use of banking facilities, insurance programs, and other 
personal financial problems. 

To cooperate in social^ athletic^ and other recreational 
activities. 
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Encouragement may be given by supplying facili¬ 
ties, by sharing in the operating expenses of organized 
activities of this character, and by making better use of 
opportunities existing in the community. 

To accord to each employee the right to discuss freely with 
executives any matters concerning his or her welfare or the 
company's interest. 

It is your duty to establish the conviction among those 
whom you direct or with whom you come in contact, that 
sympathetic or unprejudiced consideration will be given 
to any employee who wishes to discuss with you and with 
company executives matters of his or her welfare or the 
company’s interest. 

To carry on the daily work in a spirit of friendliness. 

As the company grows it must become more human— 
not less so. Discipline, standards, and precedents become 
more necessary with size, but the spirit in which they are 
administered must be friendly as well as just. Courtesy 
is as important within the organization as in dealing with 
outsiders. Inefficiency and indiflFerence cannot be toler¬ 
ated, but the effort of supervisors must be increasingly 
directed at building up in every department a loyal 
and enthusiastic interest in the company’s work. 

“The harmonious relationship which has always existed 
between the management and the employees of the Western 
Electric Company is evidence of the wisdom of this policy.” 
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A Functional Solution^ 

The chart below shows how the Industrial Relations Divi¬ 
sion of the Procter and Gamble Company has been function¬ 
alized. 
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An Employment Solution^ 

“In the Socony-Vacuum Company,” says Channing R. 
Dooley, industrial relations manager for the organization, 
“the requirements for a particular job are the result of a con¬ 
ference. In each regional division we have a personnel depart¬ 
ment charged with the duty of seeing that the right men are 
selected for the right jobs. 

“Each man, in his own division, makes a study of the duties 
involved in a job. In conference, with the personnel managers 
from all the divisions, those duties are compared with the duties 
for the same job in the other divisions. We arrive at a uniform 
set of duties for the job. 

“These duties are set down in what usually are called job 
specifications, but which I prefer to think of as man specifica¬ 
tions, It is not only a standard guide in the hiring of men, but it 
also provides a uniform basis for comparing accomplishments, 
fixing wages, and the like. 

“The man who is doing the hiring knows what is to be done 
by the worker he hires, and he can estimate whether or not the 
candidate for the job has the knowledge and the ability to 
do all of the things in the written requirements. 

“In many cases, the man who is responsible for the work— 
a foreman, for example—actually selects the worker, but in 
every case the selection must be checked by the personnel 
department to see that the specifications are met.” 

Pages 297 to 299 show specifications used in the Socony- 
Vacuum Company. 

^ See p. 159. 
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Position: Group: 

WAREHOUSEMAN III 

Department: Location: 

Operative Eastern Marketing Divisions 

Number in Position: Sex; 

Composite Male 

Supervision: 

Under immediate supervision of Warehouse 
Foreman or Plant Foreman. 

General Statement: 

Knowledge of products handled. 

Knowledge of warehouse procedure. 

Duties: 

Receives warehouse stock. 

Fills (requisitions) orders. 

Repackages and re-brands products. 
Compound oils. 

Helps load and unload trucks and box cars 
and barges. 

Keeps warehouse neat and clean. 

Cleans and paints portable equipment. 
Keeps perpetual inventory. 

Assists in taking monthly inventory. 
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Position: Group: 

TANK WAGON DRIVER IV 

Department: Location: 

Operative Eastern Marketing Divisions 

Number in Position: Sex: 

Composite Male 

Supervision: 

Under immediate supervision. 

General Statement: 

Satisfactorily handle the trade and safely 
operate the equipment assigned to him. 

Duties: 

Keeps truck in clean and safe condition. 
Reports any unsatisfactory condition. 

Loads truck. 

Gauges customers' tanks. 

Solicits orders and delivers products. 
Maintains list of customers in route book 
together with credit standing and 
changes in delivery conditions. 

Collects accounts. 

Completes necessary forms. 

Settles for load 

Helps clean garage and warehouse. 

Fills cans and does other odd jobs as 
directed. 
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Position: Group: 

TANK & PUMP MECHANIC IV 

Department: Location: 

Operative Eastern Marketing 

Divisions 

Number in Position: Sex: 

Composite Male 

Supervision: 

Under general supervision 

General Statement: 

Do routine work in connection with repair¬ 
ing and maintaining tank and pump 
equipment. 

Duties: 

Operate and care for vehicle assigned to 
him. 

Receive and execute orders calling for re¬ 
pair and maintenance of tank and pump 
equipment and all enameled signs. 

Install and remove tank and pump equip¬ 
ment. 

Check lead warning signs on pumps. 

Do necessary pipefitting and concrete 
patch work. 

Test tanks for water and leaks. 

Make necessary reports. 
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EDITING THE MANUSCRIPT^ 

Note: Attention is called to the fact that the Copy Desk and 
Proofroom Style Book is to be consulted in editing copy. The 
directions herewith merely supplement those of the Copy 
Desk and Proofroom Style Book on matters of general editorial 
interest. 

To assume maximum efficiency and speed in converting an 
original manuscript into copy suitable for the composing room, 
a few important standards must be followed. 

Standards of Physical Form 

All sheets of a manuscript should be of uniform size; 
83 ^ X II inches is best. Odd-sized sheets are likely to be lost. 
When a sheet larger than the standard accompanies an article, 
it should be folded approximately to standard size. Thin or 
shiny paper is undesirable. 

On the first page of copy should be noted various identifying 
data and instructions for the composing room. A standard first 
sheet with printed heading blank has been developed to simplify 
the work of providing these notes. It should be used whenever 
practicable. 

The first page of every article should bear the number of 
the article. Every page of copy should be stamped with the 
name of the paper. Separate sheets should be provided for the 
main heading, for tables, if any, and for illustration captions. 
This makes it possible for the composing room to set simul¬ 
taneously the text, the head, the tables, and the captions. 

^ See p. 19 ^. 

* These instructions are reproduced from the standard-practice manual pre¬ 
pared for the McGraw-Hill group of magazines by H. C. Parmelee, the 
editorial director. 
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Pages of copy should be numbered consecutively fron^ first 
to last. 

Extracts or excerpted matter should be pasted on standard- 
size sheets. 

A ring should be put around type instructions to differentiate 
them from copy. 

Matter to be inserted in a manuscript should be on a separate 
sheet marked “Insert A,” “Insert B,” etc. and a corresponding 
note should be placed in the manuscript at the proper point. 

Footnotes (if used; text references in parenthesis are usually 
better than footnotes) should be written in the manuscript 
text immediately after the statements to which they refer. 
When typed at the bottom of the page they are likely to be 
overlooked or misplaced in making up a page. 

Plus or minus signs, prime marks, or any other technical 
matter that the compositor is not likely to understand should 
be explained on the margin of the copy. 

Avoid crowded corrections and interlineations. Better have 
such pages retyped. All editing should be done in ink unless 
the paper is of such poor quality that ink blots. 

Use only one side of the paper. Manuscripts received written 
on both sides should be retyped. 

Use a typewriter in preparing all copy, allowing at least one 
inch margin at sides and bottom for corrections and instruc¬ 
tions. Lines should be double-spaced. Copy not received in 
this form usually should be retyped. Estimation of the space 
an article will occupy when in type is facilitated if all sheets 
of copy contain approximately the same number of words. 

Instructions of a special nature should be typewritten on a 
separate slip and attached to the first page of the article. 
Writing them in the margins of the copy often makes it neces¬ 
sary for the typesetter to turn the sheets to read them. 
Instructions written on the back of a sheet are often missed. 

Standards of Editing Practice 

All copy turned in as edited should be letter-perfect. This 
refers not only to technical accuracy but to spelling, grammar, 
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punctuation and style. Do not expect the copy reader to do part 
of your job. 

Profit by your mistakes. Frequently inspect your copy 
after it is returned from the composing room, noting the copy 
reader’s corrections and simplifications. 

Besides seeing to technical correctness, the editor should 
make sure: 

1. That every word is the proper word. 

2. That good English is used. 

3. That references in the text to illustrations are correct. 

4. That the word counts of the main head and the bankhead 
are correct; this is important because alterations made by a 
copy reader may distort the true meaning. 

5. That style, in such matters as abbreviations, use of 
numerals, punctuation, and paragraphing is in accordance with 
the Copy Desk and Proofroom Style. 

6. That subheads are inserted in the text wherever they 
will be advantageous. These may be eliminated if found un¬ 
necessary when making up. 

7. That no editing is left to be done after the article is in 
type. 

The decision to rewrite or to rearrange an article or to write a 
new leading paragraph must necessarily rest on the editor’s 
judgment. Reducing the article to outline form will show 
whether it is arranged logically and will assist in this decision. 
Such an outline will also reveal any gaps that must be filled by 
asking the author for additional information. 

Leading paragraphs are unusually important, supplementing 
the head and the cut captions in convincing the reader that 
the article should be read. More often than not, they will have 
to be rewritten to accomplish this objective. An outline of the 
article will assist in leading-paragraph revision by placing all 
of the important elements of the article in bold relief. 

The author’s business connection is of importance in the 
business .press. It should always be appended to his name 
unless weighty reasons oppose its use. It will assist in establish¬ 
ing the authority and character of the article. 
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“The average foreman needs to acquire considerably more of 
the technique of the time and motion study engineer,” says 
Glenn Gardiner,* assistant to the president of the Forstmann 
Woolen Company. “Too many foremen assume that long years 
of observing operations being performed by their men is a 
substitute for careful, detailed, measured analysis of the steps 
taken in doing a job. 

“Very often management itself is not sufficiently awake to 
the costliness of setup time. The setup operations do not lend 
themselves to as high a degree of efficiency as the productive 
operations, because the setup operations are performed only 
once for a lot, or an order, whereas productive operations are 
likely to be repeated over and over again as long as the order 
lasts. It is much easier for time to be lost in setup operations 
by the very nature of these operations. Once management 
fully appreciates the importance of setup time, it is likely to 
proceed with missionary zeal to impress the importance of 
reducing setup time upon its supervisors. 

“How can the foreman reduce setup time? 

I. By careful planning, the supervisor can anticipate the 
detailed requirements of the setup operations, and 
make sure that everything is in readiness. Once the 
job is under way, the actual productive operations fall 
into line and lend themselves to a high degree of 
efficiency in performance. It is these one-time setup 
operations which need to be thought out and carefully 
planned for before the job is started. This is distinctly 

* Sec p. 212. 

* Abstracted from a paper read at a conference of the American Manage* 
ment Association. 
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a function of the supervisor right on the job and his 
effectiveness in this respect can hardly be provided for 
in any other manner. 

2. Instruct the worker thoroughly before he starts. It is at 

this point that the foreman frequently falls down. He 
must be made to realize that it is poor foremanship to 
leave the worker to his own devices in getting a job 
started. Unless the setup operations are carefully 
planned and thoroughly understood by the worker, 
he is tempted to waste time in getting a job started. If 
the foreman has planned the setup operations or hafi 
them properly standardized, he will have certain def¬ 
inite instructions to give the workers on the one best 
way to do the job. 

3. Provide proper tools and equipment for maximum 

efficiency in setup operations. The department lay¬ 
out, the tools, and the equipment are important in 
setup operations as well as in connection with the 
regular productive operations on jobs. 

4. The foreman should make certain that the right number 

of men are assigned to setup operations. Competitive 
conditions make it essential that production costs be 
maintained at the lowest possible level. Therefore, fore¬ 
men should be impressed with the need for practicing 
labor economies so far as each operation is concerned. 

5. Wherever possible the foreman should be following set 

standards for the various steps in setting up a job; 
the worker should also understand clearly what these 
standards are and the amount of time allowed to set up 
a job. It is preferable to set these standards on the 
basis of scientific time study. Where time-study facilities 
are not available to the foreman, he should be instructed 
in the technique of setting and following as accurate 
studies as he can devise. 

‘^The foreman’s effectiveness in carrying out these specific 
suggestions depends almost entirely upon the type of manage- 
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ment at the top. Effective top management can and will build 
a supervisory organization which functions effectively. 

‘‘No matter how scientific and ingenious managing execu¬ 
tives may be, the ultimate performance of detailed operations 
on the job depends upon the intelligent supervision given by 
foremen. This means that what the foreman can do in reducing 
setup time depends upon what his management inspires him 
to do and makes it possible for him to do.’^ 
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A Control Solution^ 


“Any production system, regardless of how nearly perfect 
it may be, is, after all, operated by human beings who are 
subject to errors of judgment which no mechanical system will 
entirely prevent,’’ says C. S. Craigmile,^ general superintendent 
of the Belden Manufacturing Company. 

“It is, therefore, necessary to set up sufficient controls to 
enable the management to know at all times just how the pro¬ 
duction department is functioning in fulfilling its two main 
requirements, getting the product to the customer when he 
wants it, and controlling inventories. 

“In the Belden Manufacturing Company we have set up a 
number of definite control reports which we have reduced to a 
minimum in number and time required to prepare. Each one of 
them gives a check on the production from a different angle. 

“A report is made each week on a sales-order broken-fromise 
report form^ showing, by manufacturing departments: 

—the total orders entered 
—total shipments scheduled 
—number of schedules broken 
—percentage of schedules broken 

—a breakdown of the departments at fault on the broken 
schedules. 

“The number of shipments scheduled is taken from the sales- 
order desk and the broken promises are recorded as shipping 
orders come back from the stock rooms to the production 
department. 

“This summarized report is unquestionably of great assist¬ 
ance in keeping the percentage of shipments made on time at a 
^ Sec p‘. 245. 

* From a paper read at a conference of the American Management 
Association. 

306 



APPENDIX 



2 

liJ 

q: 

UJ 

(0 

z 

o 

tr, 

Q. 

z 

111 

§ 

CD 

tc 

UJ 

Q 

a: 

O 

0) 

UJ 

j 

< 

0 ) 


*1 


n 


CM 

- 

1 






Before 
Due Date 

n 




n 

1 






Departments at Fault | 

1* 

1 





1 






Purch. 

Dept 

1 





- 






Engr. 

Dept 

1 





1 






Mfg. 

Dept 

CM 





- 

- 





Prod. 

Dept 






1 

1 





Sales 

Pref. 

CM 



CM 


1 

1 





Percent 

Schedules 

Broken 

ro 



5s: 

> 

>0 

CM 





Number of 
Schedules 
Broken 

1 


B 

CM 

CM 


fM 





Total 

Shipments 

Scheduled 

r- 

ON 

>S 

1 


n 

<M 



CM 

ts 

r4 

> 



Total 

Orders 

Entered 




1 


> 

On 

2 

> 

rA 




Departments 

Rubber 

Cord 

Rubber 

Merchandise 

Cord 

Merchandise 

Molded 

Goods 

Short Order 

Enamel 

Magrret 

Stranding 

Machine 

Shop 

Coil 














































































BUSINESS ORGANIZATION 


high figure. By showing the fault for any broken promises by 
departments, we are able definitely to place responsibility and 
correct any underlying conditions which may be causing delay. 
Prompt delivery means so much in getting business, partic¬ 
ularly during a period of hand-to-mouth buying such as we are 
now going through, that the importance of keeping close 
control over the prompt shipment of orders cannot be 
overestimated.’’ 
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A Delegation Solution'^ 

In the Kimberly-Clark Corporation, a council in which 
management and workers are equally represented is given full 
authority in the formulation of policies and standard instruc¬ 
tions. It is explained as follows by C. E. Eubank,^ director of the 
industrial relations department, as follows: 

“The corporation has six plants, five in Wisconsin and one in 
Niagara Falls, New York. Products manufactured are pulp, 
paper, and crepe wadding. About 4,000 employees are on the 
pay roll. An employee representation plan organized in 1920 
was revitalized in 1933. The plan provides for a monthly 
meeting of a local council at each plant, and for a quarterly 
meeting of a general council at the corporation’s home office 
in Neenah, Wisconsin. 

“The purpose clause of the Council Plan reads as follows: 

The purpose of this council plan is to enable employees 
and management of Kimberly-Clark Corporation to have 
equal representation in the consideration and settlement 
of policies of mutual interest, and of questions regarding 
adherence to such policies. The policies involved are 
those concerning working conditions, hours, pay, super¬ 
vision, health, safety, hiring, transfer, promotion, 
demotion, release, insurance, education, housing, recrea¬ 
tion, community relations, and similar matters. 

Responsibility for the execution of these policies shall 
be with the management; but the policies themselves, 
and all questions of adherence to them, shall be within 
Council jurisdiction. 

^ See p. 263. 

* From the report of a discussion at a conference of the American Manage¬ 
ment Association. 
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Under this Plan, either employee representatives 
or management representatives may propose new stand¬ 
ard instructions or rulings in regard to the matters speci¬ 
fied above, and either of them may propose amendments 
to the existing standard instructions and rulings; and 
no new or amended standard instruction or ruling in 
regard to any of these matters shall be put Into effect 
unless it previously has been taken up with and approved 
by the Council or Councils concerned. 

“In Kimberly-Clark Corporation a standard instruction 
in a written statement of policy and procedure is issued to 
supervisors for their information and guidance. 

“Each Standard Instruction concludes with this signed 
stipulation: 

This Standard Instruction shall become effective (date) 
and shall remain in full force and effect unless and until 
revised or annulled by official action of the General 
Council, taken in accordance with Article IV of the 
Council Plan, as amended and agreed to by employees 
and management, December 7, 1934. 

Accepted for Accepted for all employees 

Kimberly-Clark Corp. under Council jurisdiction 

S. F, Shattuck Amos Green 

Vice President Chairman 

Industrial Relations Dept. General Council Elected 

Representatives 

“Now, may I invite your attention to the steps in the pro¬ 
cedure of cooperatively developing these standard instructions: 

“The need of a new standard instruction, or for an amend¬ 
ment to an existing one, may be voiced either by the elected 
representatives, or by the line supervisors, or by the top 
management. 

“A tentative draft is prepared, sometimes by the elected 
representatives, usually by the Industrial Relations staff. 
They discuss it with their constituents. They thrash it out 
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among themselves in elected representatives’ caucuses, and 
pool their ideas. 

Management and elected representatives then meet in¬ 
formally for a preliminary interchange of opinions concerning 
the proposed instruction. They discuss principles, and intent, 
and methods of application, and contemplated results. 

“The draft is then discussed in local council meetings. Local 
councils submit data and recommendations to a joint com¬ 
mittee of the General Council. 

“This joint committee reviews the whole situation and sub¬ 
mits a definite recommendation to the General Council. 

“There is open discussion on the floor of the General Council. 
Then, by secret ballot and unite vote, the General Council 
takes final legislative action. 

“The new or revised standard instruction, as finally ac¬ 
cepted by the General Council, is formally issued to all super¬ 
visors concerned. A copy is also given to each elected 
representative.” 



An Incentive Solution^ 


In the White and Wyckoff Manufacturing Company, a form 
of plan providing premium points has been in effect for a 
number of years, operating in a manner highly satisfactory to 
both management and workers. 

“ Our plan provides for a supervisory bonus above standard,’’ 
explains Harry C. Dutton, comptroller of the company. ^‘The 
basis is a pointy which is simply the amount of work assigned to 
one-sixtieth of an hour, or a minute: that is, the amount of 
work done by one man working at lOO per cent efficiency for a 
period of one minute. The rate of pay also is reduced to a 
minute basis, and the task is always indicated as 6o points 
times hours per day. 

“The bonus for the workers consists simply of three-fourths 
pay at the regular rate for time saved over normal efficiency. 
In other words, if a worker receives 8o points per hour, he will 
receive his regular wage for the hour, plus a bonus of 15 points, 
or 15 minutes’ work. 

“The total point-hour is produced by dividing the total 
number of points produced per department during the day by 
the total number of hours worked. For example, if the total 
workers in a department produce 4,000 points, and work 50 
hours, then the point-hour for that department is 80. 

“The method is highly satisfactory to both management 
and workers. The increase in efficiency may be judged by such 
comparisons as these: Before the system was installed, it might 
take 543,000 hours of day work to turn out a given product; 
after installing the system, the same quantity could be turned 
out by 416,000 hours of work. A machine under the old system 
might make 1,450 impressions an hour; under the new system 


^Sce p. 287. 
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the same machine, with the same operator, would make 1,750 
impressions an hour. Normal capacity for that machine might 
be 1,600 impressions. The worker, however, is glad to exceed 
it, for he feels that after he passes 1,600 he is working for 
himself. 

“The premium or bonus, as I explained, is at three-fourths 
of the rate for standard production. The remaining fourth goes 
into a fund out of which the indirect workers, such as handlers, 
truckers, and foremen, are paid a bonus if the department 
exceeds the standard. Thus every worker in the department, no 
matter what his task, is interested in increasing output.” 

The production record card upon which the points of the 
individual worker are kept is shown here. 
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Ability, intellectual, 126 
Accessory functions, 76 
Accounting, cost, 227 
Administrative orders, 185 
Administrative functions, 74 
Advertising policy, 33 
Advertising standards, 225 
Aim of business, 42 
American Management Association, 
303,306,309 
Analysis, job, 140 
market, 225 
preliminary, 95 
Analyzing staff functions, 105 
Apprentice method, 157 
Approbation as an incentive, 257 
Assembling job, 129 
Authority, delegation of, 225 
overcentralization of, 249 
and responsibility, 251 
Automatic machine tender, 129 

B 

Balance, 89 
organization, 218 
Balancing personnel, 130 
Base wage, 283 

Basic functional organization, 107 
Belden Manufacturing Company, 
304 

Brooklyn streets, 69 
Building the organization, 108 
Bulletin board, 65 
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c 

Character, 126 
Chart, functional, 115 
industrial relations division, 295 
job specification, 297-299 
organization, 260 
personnel, 115, 260 
Charts, value of, 116 
Chrysler, Walter, 16 
Classes of positions, 128 
Classification of functions, 114 
Collection policies, 34 
Common sense decisions, 165 
Company publications, 279 
Company services, 277 
Compensation, extra, 283 
Conferences, employee, 64 
Confidence, public, 46 
Consulting engineer, i8l 
Contests, 276 
Control, benefits of, 217 
definition of, 213 
direction and supervision, 216 
elements of, 214 
kinds of, 221 
personal, 221 
record, 222 
scientific, 222 
Control problem, 245 
Control solution, 306 
Control system, how to start, 242 
steps in, 244 

Controls in policy forming, 48 
Cooperation of personnel, 142 
Coordination of departments, 44 
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Corporation policies, 56 
Cost accounting, 227 
Cost system structure, 229 
Costs, standard, 226 
Council plan, 309 
Craigmile, C. S., 306 
Credit policies, 34 
Curtis Publishing Company, 65 

D 

Data, recording of, 214 
Decentralization, executive, 254 
steps in, 262 

Decisions, common sense, 165 
formulation of, 163 
rule of thumb, 164 
scientific, 165 

Definition, importance of, 37 
Delegating of authority, 45, 255 
by functions, 259 
problem of, 263 
solution, 309 

Department heads, requirements for, 
132 

Departmental cooperation, 44 
Departmental emphasis, 113 
Departmental policies, 14, 34, 59 
Departmental schedules, 231 
Departmentalism, 103 
Departmentalized partnership, 55 
Development, of executives, 152, 261 
of policies, 51 
Differences, in jobs, 127 
in personnel, 121 
Direction, 160 
and control, 216 
impersonal, 168 
by policies, 168 
scope of, 161 
steps in, 195 
and supervision, 201 
Directive planning, 162 
Directive problem, 196 


Directive solution, 300 
Directors, board of, 57 
functions of, 97 
Dooley, Channing R., 296 
Dutton, Harry C., 312 

E 

Eastman, George, 16, 19 
Editing manuscript, 300 
Education, 127 
of personnel, 63 
of workers, 273 
Educational program, 65 
Efficiency systems, 93 
Effort, specialization of, 85 
Emphasis, departmental, 113 
Employee conferences, 64 
Employee relations policy, 291 
Employee representation, 276 
Employment, steady, 275 
Employment manager, 143 
Employment problem, 159 
Employment solution, 296 
Enforcing policies, 62 
Engineer, ccmsulting, i8l 
Eubank, C. E., 309 
Evaluating supervision, 209 
Evolutionary organization, 70 
Examination, physical, 147, 278 
Executive decentralization, 254 
Executive functions, 75, loi 
Executive orders, 185 
Executive qualifications, 128 
Executives, development of, 152, 261 
promotion of, 153 
selection of, 152 
Expense, sales, 226 
Expense standards, 225 
Experience, 127 
Extension policy, 27 
External policies, 14, 32 
Extra compensation, 283 
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Factors in policy forming, 47 
Fatigue, 135 
Filenc, William, 16 
Financial incentives, 268 
Financial manager, reports for, 241 
Financial policy, 26 
Financial schedule, 233 
Firestone, Harvey, 16 
Flexibility, 91 
Follow-up of workers, 150 
Ford, Henry, 16 
Forecasting, 216, 219, 223 
Foremen, requirements for, 133 
Forstmann Woolen Company, 302 
Function, purpose of a, 94 
Functional chart, 113 
Functional delegation, 259 
Functional maladjustment, 103 
Functionalization, 72 
advantages of, 84 
definition of, 74 
limitations in, ill 
principle of, 93 
problem of, 119 
solution of, 295 
steps in, 94, 118 
Functions, accessory, 76 
administrative, 75 
classification of, 114 
directors’, 97 
executive, 75, loi 
general manager’s, 100 
kinds of, 74 
operative, 76 
and personnel, 81 
president’s, 99 
separation of, 77 
shifting of, 91 
specialized, 69 
staff, 78 

subdivision of, 78, 109 


Gardiner, Glenn, 303 
General Electric Company, 65 
General manager, 57, 89 
functions of, lOO 
reports for, 238 
requirements for, 131 
General partnership, 55 
General policies, 14, 15 
elements of, 24 

General policy, corporation, 56 
General training, 156 
Growth through functionalizing, 92 
Guidance, vocational, 139, 157 

H 

Health service, 278 
Hosford, William H., 291 
House organ, 279 
Housing aid, 278 

I 

Ideal, business, 16 
Impersonal direction, 168 
Impersonal supervision, 200 
Improving standards, 171 
Incentive problem, 287 
Incentive solution, 312 
Incentive system, steps in, 286 
Incentive wage system, 280 
Incentives, definition of, 265 
establishing, 269 
material, 266 
non-material, 269 
semi-material, 272 
types of, 266 

Industrial Relations Division Chart, 

295 

Inertia in operation, 112 
Ingersoll, Robert H., 17 
Injury, physical, 134 
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Inspection and supervision, 203 
Inspector, 129 
Instructions, oral, 183 
standard practice, 186 
written, 88, 182, 187 
Intellectual ability, 126 
Internal major policies, 14 
International Business Machines 
Corporation, 22, 65 
International Shoe Company, 30, 40 
Interview for placement, 145, 148 
Investigation of policies, 61 

j 

Job analysis, 73, 140 
Job classifications, 73 
Job differences, 127 
Job specification, 143 
chart of, 297, 298, 299 
Johnson, Jackson, 40 

K 

Kimberly-Clark Corporation, 306 
L 

Labor stability, 136 
Labor turnover, 137, 268, 275 
Large-scale organization, 83 
Limitations in functionalizing, iii 

M 

Maintenance of standards, 180 
Major policies, 24 
of corporation, 57 
Maladjustment, functional, 103 
Management, 81 
Manager, employment, 143 
general, 57, 89, 100, 131, 238 
production, 129 
sales, 129 

Manual, organization, 117, 260 
standard practice, 192,300 
workers’, 64 
Manuscript editing, 300 


Market analysis, 225 
Master schedule, 230 
Material incentives, 266 
McGraw-Hill magazines, 300 
Mechanic, 129 
Mental fatigue, 136 
Mental variations, 125 
Momentum in operation, 113 
Monotony, 136 
Monthly reports, 237 
Moral character, 126 
Morale, building, 267 

N 

Non-material incentives, 266, 269 

O 

Operation, uniformity of, 173 
Operative functions, 76 
Oral instructions, 183 
Orders, administrative, 185 
executive, 185 
written, 183 

Organization, building the, 108 
by evolution, 70 
large scale, 83 
plan of, presenting the, 114 
by planning, 72 
Organization balance, 218 
Organization chart, 260 
Organization manual, 117, 260 
Organization policy, 29 
Overcentralization, loi 
of authority, 249 
Overspecialization, 102 

P 

Packing job, 129 
Parmclee, H. C., 300 
Partnership, 55 
Partnership policies, 54 
Performance, records of, 2x4, 234 
standards of, 88, 173, 223, 276 
Permanency, 46 
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Personal control, 221 
Personal supervision, 200 
Personnel, balancing, 130 
chart of, 115, 260 
cooperation of, 142 
education of, 63 
and functions, 81 

Personnel placement, steps in, 158 
Personnel policies, 31, 36 
Personnel policy solution, 291 
Photographs in trade test, 148 
Physical examination, 147, 278 
Physical injury, 134 
Physical variations, 123 
Placement aids, 147 
Placement problem, 138 
Plan, three-position, 155 
understudy, 155 
Planning, basis for, 43 
directive, 162 
organization by, 72 
Plans, future, 23 
Plant analysis, 281 
Policies, accomplishments of, 42 
collection, 34 
corf>oratk>n, 56 
credit, 34 

departmental, 14, 34, 59 
development of, 51 
direction by, i68 
external, 14, 32 
factors in forming, 47 
general, 14, 15 
internal, 14 
investigation of, 41, 61 
major, 24 
partnership, 54 
personnel, 36 

responsibility for forming, 54 
sales, 32 

scientific establishment of, 52 
testing, 60 
types of, 13 
Policy, advertising, 33 


Policy, controls of, 47 
definition of, 12 
enforcement of, 62 
extension, 27 
financial, 26 
organization, 29 
personnel, 31 
price, 33 
production, 29 
purchasing, 30 
standardization, 30 
Policy problem, 68 
Policy structure, 14 
Positions, classes of, 128 
Preliminary analysis, 95 
Preliminary rearrangement, 104 
Preparing written instructions, I90 
Presentation of plan, 115 
President, functions of, 99 
requirements for, 131 
Price policy, 33 
Principles of business, 18, 41 
Problem, control, 245 
delegation, 263 
directive, 196 
employment, 159 
functional, 119 
incentive, 287 
policy, 68 
8up>ervi8ion, 212 
Problems of workers, 271 
Process of delegating, 258 
Procter and Gamble Company, 295 
Production factors, 244 
Production manager, 129, 240 
Production policy, 29 
Production schedule, 232, 233 
Profits, estimating, 219 
Program, training, 154 
Promotion of executives, 153 
Promotion of workers, 274 
Psychological test, 149 
Public confidence, 46 
Publication, company, 65, 279 
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Purchase and inventory schedules, 
233 

Purchasing policy, 30 
Purpose of business, 20 

Q 

Qualifications, executive, 128 
Quotas, sales, 225 

R 

Rearrangement of functions, 104 
Record control, 222 
Recording of data, 214 
Records of performance, 214, 234 
Report form, broken promise, 305 
Reports, daily, 236 
for financial manager, 241 
for general manager, 238 
monthly, 237 
nature of, 235 

for production manager, 240 
requirements in, 237 
for sales manager, 239 
weekly, 236 

Representation, employee, 276 
Requirements, for department heads, 
132 

for foremen, 133 
for general manager, 131 
for president, 131 
in reports, 237 
for supervisors, 133 
Responsibility, and authority, 251 
for policy formation, 54 
for standards, 180, 215 
for written instructions, 191 
Results, recording of, 234 
Rule of thumb decisions, 164 

S 

Safeguarding workers, 134 
Sales expense, 226 
Sales manager, 128, 239 
Sales policies, 32 
Sales quotas, 225 


Sales schedule, 232 
Sales standards, 224 
Schedule, departmental, 231 
financial, 233 
master, 230 
production, 232, 233 
purchase and inventory, 233 
sales, 232 

Scientific control, 222 
Scientific decisions, 165 
Scientific direction, steps in, 195 
Scientific policy establishment, 52 
Selection of executives, 152 
Semi-material incentives, 266, 272 
Separation of functions, 77 
Services, company, 277 
Shifting of functions, 91 
Sixth International Congress for 
Scientific Management, 291 
Socony-Vacuum Company, 296 
Solution, control, 306 
delegation, 309 
directive, 300 
employment, 296 
functional, 295 
incentive, 312 
personnel policy, 291 
supervision, 303 
Sorting job, 129 
Specialization, of effort, 85 
of task 86 

Specification, job, 143 
Stability, 89 
labor, 136 
in policies, 38 
Staff functions, 78 
analyzing, 105 
Standard, adherence to, 172 
definition of, 170 
Standard costs, 226 
Standard Oil Company, 65 
Standard-practice instructions, 186 
Standard-practice manual, 192, 300 
Standard practices, 169 
determining, 177 
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Standardization and policies, 50 
Standardization policy, 30 
Standards, advertising, 225 
establishment of, 178 
expense, 225 
improvement of, 171 
maintenance of, 180 
of performance, 88, 223, 276 
responsibility for, 180 
sales department, 224 
value of, 174 
Steady employment, 275 
Steps, in control system, 244 
in decentralizing, 262 
in direction, 195 
in functionalizing, 118 
in incentive system, 286 
in placement, 158 
in policy making, 67 
in supervision, 2ii 
Streets of Brooklyn, 69 
Structural flexibility, 91 
Style book, 299 

Subdivision of functions, 78, 109 
Success, factors in, 21 
Supervision, 90 
and control, 216 
definition of, 198 
and direction, 201 
evaluation of, 209 
how to provide, 206 
impersonal, 200 
and inspection, 203 
kinds of, 200 
need for, 199 
personal, 200 
problem of, 212 
solution of, 302 
steps in, 211 
value of, 204 

Supervisors, requirements for, 133 
training of, 207 
Supervisory positions, 129 
Systematic promotion, 274 


T 

Task, specialization of, 86 
Test, psychological, 149 
trade, 148 
Testing policies, 60 
Three-position plan, 155 
Trade test, 148 
Training, 127, 150 
general, 156 
of supervisors, 207 
of workers, 273 
Training program, 154 
Trend of business, 220 
Turnover, labor, 137, 268, 275 

U 

Understudy plan, 155 
Uniformity of operation, 173 

V 

Value of standards, 174 
Variations, mental, 125 
physical, 123 

Vocational guidance, 139, 157 

w 

Wage, base, 283 
Wage incentives, 268 
Wage system, incentive, 280 
Wanamaker, John, 16 
Weak spots, locating, 220 
W’^eckly reports, 236 
W^estern Electric Company, 291 
White and Wyckoff Manufacturing 
Company, 308 

William Filene's Sons Company, 19 
Workers, education of, 273 
effect of standards on, 175 
follow-up of, 150 
problems of, 271 
training of, 150, 273 
Workers’ manuals, 64 
Written instructions, 88, 182, 187 
preparing, 190 
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